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Introduction 


This document presents a summary of the government’s current multi-year fiscal 
plan. The plan provides an integrated framework within which the budget strategy for 
economic recovery will be implemented and the government's expenditures will be 
managed. Projections of the budgetary revenues, budgetary expenditures and non- 
budgetary transactions of the Government of Canada over the period 1983-84 to 
1986-87, together with an updated estimate of the outcome for fiscal year 1982-83," 
are presented. The fiscal projections are consistent with the economic outlook as 
reviewed in the budget speech.) 


The multi-year approach to budget planning was recommended by the Royal Com- 
mission on Financial Management and Accountability in its report of March 1979. 
The approach was begun in the December 11, 1979 budget, and was fully imple- 
mented in the October 28, 1980 and November 12, 1981 budgets. The experience 
with multi-year fiscal planning has yielded mixed results. It has enabled Parliament to 
take a somewhat broader and longer term view of budgetary priorities. At the same 
time, economic developments have proved substantially more difficult to forecast 
than many had presumed, with the result that the fiscal plans have required major 
adjustment from year to year, especially as regards the outlook for the deficit. The 
volatile nature of world oil prices and interest rates, and the international economic 
situation generally over the period since 1979 have emphasized the tentative nature 
of any medium-term economic and fiscal projections and, as a consequence, of 
multi-year fiscal plans as well. The present budget continues the practice initiated in 
1979 by presenting a new and updated fiscal plan. But the highly tentative and 
approximate nature of the medium-term economic and fiscal projections should be 
recognized. 


“) The preliminary unaudited financial statements for 1982-83 will likely be available in August and the 
audited Public Accounts will be available in the fall. 

(2) The economic assumptions on which the fiscal projections are based are outlined in the companion 
paper The Economic Outlook for Canada. 

3) The Commission’s recommendation was that ‘‘each year the Minister of Finance present to Parliament, 
on behalf of the Government, a five year Fiscal Plan which provides estimates of revenues, sets expendi- 
ture ceilings and reflects the expected surplus or deficit. The Plan would be based on the existing tax 
structure and clearly stated economic assumptions.’ (See page 80 of the Report.) 
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1. Overview of the Fiscal Plan 


With this budget, the Government of Canada has put in place a framework for eco- 
nomic recovery that will improve our economic prospects in the near term and lay the 
basis for sustained and healthy growth. This chapter relates the budget measures to 
the projected fiscal position, while later chapters provide a more detailed picture of 
the main elements of the expenditure plan and the revenue projections, and of other 
key facets of the fiscal plan. The sensitivity of the fiscal projections to economic 
developments is discussed in Annex A, and some historical tables with key federal 
government financial statistics are contained in Annex B. 


The Deficit 


The point of departure for the new fiscal plan is the outcome for fiscal year 1982-83. 
The final audited statements for the year will not be available for some time, but very 
preliminary information points to a budgetary deficit of $25.3 billion (see Table 1.1). 
This represents an increase of $11.6 billion relative to the 1981-82 deficit. The reces- 
sion in 1982 had a dramatic impact on the federal fiscal position and this impact is 
expected to be carried into fiscal year 1983-84, where the projected deficit is 

$31.2 billion. In the years beyond 1983-84 the deficit is projected to fall very gradu- 
ally, reaching $25.6 billion by 1986-87. 


The expenditure plan and tax measures of the budget have the direct effect of 
increasing the budgetary deficit by $1.8 billion in 1983-84 and $0.6 billion in 
1984-85, and of reducing it $1.8 billion in 1985-86 and $2.6 billion in 1986-87. Mea- 
sured relative to the size of the economy the deficit is projected to decline progres- 
sively, dropping from 8.1 per cent of GNP in 1983-84 to 5.1 per cent in 1986-87." 


This pattern of future deficits implies relatively rapid growth in net federal debt. Debt 
grew 26.6 per cent in 1982-83 and it is projected to grow a further 26 per cent this 
year. Declining deficits thereafter imply somewhat slower debt growth, but total net 
federal debt is projected to rise progressively as a percentage of GNP, from 34.4 per 
cent in 1982-83 to 46.0 per cent by 1986-87. 


Financial requirements excluding foreign exchange transactions provide a better indi- 
cation of prospective net federal borrowing activity, and hence of federal demands on 
private savings, than does the budgetary deficit. Financial requirements are projected 
to decline more rapidly than the budgetary deficit. This is primarily a reflection of 
movements in the Unemployment Insurance Account balance. The projections 
embody the assumption that the accumulated unemployment insurance deficit will be 
gradually eliminated over the four year planning horizon. Financial requirements are 
projected to decline from 6.9 per cent of GNP this year to 3.7 per cent of GNP in 
1986-87. The peak financial requirements-to-GNP ratio in the 1970s was 4.8 per cent 


() The budget paper The Federal Deficit in Perspective provides an assessment of the implications of defi- 
cits of this magnitude, together with comparative and historical background information on deficits. 


in 1978-79. Private sector net credit demands are expected to remain relatively low in 
1983-84 and 1984-85. Asa result, federal borrowing will not create significant pres- 
sures on capital markets and interest rates in the near future. The drop in federal 
financial requirements in the later years of the planning period will help reduce pres- 
sures on credit markets when the economic recovery has reached a more mature 
phase. 


An alternative measure of the federal deficit, the national accounts balance, shows a 
similar pattern over the planning horizon. It is projected to rise from a deficit of 

$23.5 billion in 1982-83 to $28.2 billion in 1983-84, and then decline between $3 and 
$4 billion per year, reaching $17.2 billion by 1986-87. 


The budget measures will provide support to the recovery while ensuring progress in 
reducing the deficit once the recovery is fully underway. Major progress in reducing 
inflation and interest rates has been made over the past year; the measures in this 
budget will support this progress. Over the four years of the planning period the 
actions in this budget will reduce the cumulative deficit by about $2 billion. At the 
same time, the yearly pattern of deficits will provide net stimulus in 1983-84 and to a 
lesser extent in 1984-85, thereby supporting the economic rebound that is now 
underway. 


Revenues 


Federal revenues fell substantially as a percentage of GNP in 1982-83 and this rela- 
tive decline is expected to continue in 1983-84. Thereafter the revenues-to-GNP ratio 
is projected to increase significantly, although it is expected to remain below the 
1981-82 ratio throughout the planning period. This pattern reflects both the nature of 
the recovery and the budget tax measures. 


Revenues are expected to respond to the recovery with a lag, for several reasons. A 
major one is that energy-related revenues are expected to decrease 16 per cent, or 
$635 million, in 1983-84 and to grow relatively slowly thereafter. Another major rea- 
son is that this budget provides significant net tax cuts in 1983-84. Yet another is the 
impact of the tariff cuts agreed to under the Multilateral Trade Negotiations. The pro- 
jected strengthening of revenue growth that begins in 1984-85 is chiefly due to higher 
economic growth and the net tax increases introduced in this budget. 


Expenditures 


Total outlays are estimated to have risen 16.8 per cent in 1982-83. The recession 
increased spending requirements in many areas, both directly and indirectly. But the 
government limited the extent of the increase by financing its new budgetary initia- 
tives in 1982 largely through internal reallocations. The 6&5 program brought direct 
savings in wages and salaries and several other program areas. In addition, there 
were further reallocations and reprofilings in defence, energy and foreign aid spend- 
ing. 


®) Chapter 5 provides a detailed reconciliation between the public accounts and the national accounts pro- 
jections. 


Expenditure restraint will continue through the planning period. The various programs 
for economic recovery that are introduced in the budget will initially add substantially 
to total outlays. Despite these increases, however, the new expenditure plan envis- 
ages a progressive decline in the ratio of total outlays to GNP over the planning hori- 
zon. 


As indicated in Chapter 2, for the fiscal plan period as a whole, the major compo- 
nents of the expenditure plan are held to growth of less than the trend GNP increase, 
with two exceptions: defence, and external affairs and aid. In these latter two cases, 
Canada’s international commitments have required somewhat larger rates of 
increase. 


Comparison to the November 1981 Fiscal Plan 


The November 1981 Fiscal Plan had projected budgetary deficits in the vicinity of 
$10 billion, financial requirements of between $5 and $6 billion per year, anda 
growth rate of total outlays that slowed from 11.7 per cent in 1982-83 to 10.0 per 
cent by 1985-86. The new plan incorporates deficits and financial requirements that 
are substantially larger than previously foreseen. The major reason for the differences 
is that the revenue projections are now markedly lower throughout the planning 
period. Total outlays growth is somewhat more rapid in 1982-83 and 1983-84 and 
substantially slower in 1984-85 and 1985-86. Further details on the evolution of 
expenditures and revenues are provided in Chapters 2 and 3 below. 


The outcome for 1982-83 was very different from that forecast in November 1981. 
Table 1.4 reviews the evolution of the forecast through the course of the year. As the 
recession deepened, the deficit forecast for 1982-83 was progressively increased 
from $10.5 billion to its current level of $25.3 billion. Two-thirds of this increase was 
attributable to reduced revenues and one-third reflected higher expenditures. Prior to 
this budget the most recent update on the projected fiscal position had been in Feb- 
ruary 1983. At that time the 1982-83 budgetary deficit was estimated at $27.2 billion 
and financial requirements excluding foreign exchange transactions were expected to 
be $26.1 billion. Information that has become available since February suggests that 
the deficit is likely to be lower. The flow of revenues in the closing month of the fiscal 
year was substantially higher than expected and budgetary expenditures appear to 
have been somewhat lower than projected. 


Table 1.1 

The Fiscal Plan 

Government of Canada 

Summary Statement of Transactions‘ 


1981-82 1982-83 1983-84 1984-85 


(millions of dollars) 


Budgetary transactions 


Revenues 54,068 54,863 58,618 65,68 1 

Expenditures —67,674 —80,113 -—89,818 -—94,381 
Surplus or deficit (—) —13,606 —25,250 —31,200 —28,700 
Non-budgetary transactions 

Loans, investments and advances = | 26, — 387 — 7/82 — 1,519 

Specified purpose accounts 4,345 —170 3,800 4,225 

Other transactions 2,169 2,307 1,582 1,094 
Net source or requirement (—) SIGS 1,750 4,600 3,800 


Financial requirements 
(excluding foreign exchange 


transactions) —8,331 —23,500 -—26,600 —24,900 
Total outlays 68,913 80,500 90,600 95,900 
Percentage growth 17.6 16.8 255: 5.8 
Percentage of GNP 20.8 23a 23.6 22.7 
Program outlays’) 53,745 63,580 72,650 76,600 
Percentage growth WA? 1853 14.3 5.4 
Percentage of GNP 16.2 18.2 18.9 18.1 
Public debt charges 15, 168 16,920 I/O 19,300 
Percentage growth 41.9 Wie 6.1 HAS 
Percentage of GNP 4.6 4.8 4.7 4.6 
Budgetary revenue 
Percentage growth 19.1 RS 6.8 12.0 
Percentage of GNP 16.3 S70 ons 1585 
Budgetary deficit 
Percentage of GNP —4.1 —7.2 —8.1 —6.8 


Financial requirements 
(excluding foreign exchange 
transactions) 
Percentage of GNP —2.5 —6.7 —6.9 —5.9 


GNP (billions of dollars) 331.3 348.9 383.9 423.0 


1985-86 


73,532 
— 100, 132 


— 26,600 


— 1,568 
5,790 
— 222 


4,000 


— 22,600 


101,700 
6.0 
22.0 


81,475 
6.4 
17.6 


20,225 
4.8 
4.4 


12.0 
ey) 


—5.8 


—4.9 
462.5 


1986-87 


80,355 
— 105,955 


— 25,600 


— 1,545 
7,580 
665 


6,700 


— 18,900 


107,500 
sf 
21.3 


86,375 
6.0 
Wo 


ZN l2o 
4.4 
4.2 


9.3 
15.9 


—5.1 


—3.7 
504.8 


() For comparability, budgetary revenues and expenditures are adjusted to treat revenues and expenditures as if 
Canada Post had been a Crown corporation for all of 1981-82. The budgetary deficit and financial requirements are 


unaffected by this adjustment. 
(2) Total outlays less public debt charges. 


Tabie 1.2 


Summary Table, Federal Government Budget Balances‘") 


1972-73 to 1986-87 


Actual 


1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83) 


Projected 


1983-84 
1984-85 
1985-86 
1986-87 


Budgetary surplus or 


deficit (—) 
(millions (percentage 
of dollars) of GNP)??? 
— 999 —0.9 
— 1,384 —1.1 
— 1,733 —1.2 
— 5,463 —3.3 
—6,210 —3.3 
— 10,289 —4.9 
— 12,226 —5.3 
— 11,480 —4.4 
— 12,668 —4.3 
— 13,606 —4.1 
— 25,250 —7.2 
— 31,200 —8.4 
— 28,700 —6.8 
— 26,600 —5.8 
— 25,600 —5.1 


Financial requirements 
(excluding foreign 
exchange transactions) 


(millions 
of dollars) 


— 1,308 
1517 
— 2,139 
SOAR 
—5,548 
— 8,449 
a43 
— 10,445 
SG. nd7 
~8,331 
~ 23,500 


— 26,600 
— 24,900 
— 22,600 
— 18,900 


(percentage 
of GNP)? 


—1.2 
—1.2 
—1.5 
—2.9 
—2.9 
—4.0 
—4.8 
—4.0 
—3.5 
—2.5 
—6.7 


—6.9 
—5.9 
—4.9 
—3.7 


National accounts 
surplus or deficit (—) 


(millions 
of dollars) 


— 198 
186 
= AT 

~ 3,918 

— 4,228 

~ 9,399 

—9,646 

~ 9,308 

9,412 

—9,894 

— 23,500 


— 28,200 
— 24,700 
— 20,600 
— 17,200 


(percentage 
of GNP)?) 


—0.2 
0.1 
0.0 

—2.3 

—2.2 

—4.4 

—4.4 

—3.6 

—3.2 

—3.0 

—6.7 


B73 
5.8 
~4.5 
=34 


() All figures are adjusted so that historical data are consistent with current public accounting practices including the 
treatment of Canada Post as a Crown corporation. 


(2) Percentage of GNP for calendar year ending three months before the end of the relevant fiscal year. 


(3) Preliminary estimate. 


Table 1.3 
Fiscal Transactions‘ 
1972-73 to 1986-87 


Budgetary Budgetary Budgetary Non-budgetary Financial”) 
revenues expenditures deficit transactions requirements 


(percentage of GNP)@) 


Actual 

1972-73 17.4 = 1/61.) —0.9 —0.3 alee 
1973-74 VAS = 10:4 —1.1 —0.1 =|. 2 
1974-75 18.7 — 19.9 = 1.2 —0.3 21.5 
1975-76 17.8 =f 1,1 =—3.3 0.4 —2.9 
1976-77 16.8 = 20.0 =3:3 0.3 —2.9 
1977-78 15.4 =20'3 —4.9 0.9 =n) 
1978-79 14.9 = 202 —5§.3 0.5 —4.8 
1979-80 14.9 — 19.3 —4.4 0.4 —4.0 
1980-8 1 15.6 — 19.9 —4.3 0.9 —3.5 
198 1-82 16.3 — 20.4 —4 | 1.6 —2.5 
1982-83) Wee — 23.0 —=1.2 0.5 —6.7 
Projected 

1983-84 18.8: —23.4 =(h,1 eZ —6.9 
1984-85 1G =X S' —6.8 0.9 —5.9 
1985-86 15.9 —21.7 =15}{8) 0.9 —4.9 
1986-87 15.9 = 2.0 —5,1 166 —3.7 


" All figures are adjusted so that historical data are consistent with current public accounting practices including the 
treatment of Canada Post as a Crown corporation. 

(2) Figures may not add due to rounding. 

(3) Preliminary estimate. 


Table 1.4 


Summary Statement of Transactions 
Evolution of the 1982-83 Projections 


Budgetary transactions 
Revenues 
Expenditures 


Surplus or deficit (—) 


Non-budgetary transactions 
Loans, investments and advances 
Specified purpose accounts 
Other transactions 


Net source or requirement (—) 


Financial requirements 
(excluding foreign exchange 
transactions) 


Total outlays 

Public debt charges 
Program outlays 

GNP (billions of dollars) 


Unemployment rate (per cent)” 


Change from Previous Projection 


Budgetary transactions 
Revenue 
Expenditure 


Surplus or deficit (—) 


Non-budgetary transactions 
Loans, investments and advances 
Specified purpose accounts 
Other transactions 


Net source or requirement (—) 


Financial requirements 
(excluding foreign exchange 
transactions) 


Total outlays 

_ Public debt charges 
Program outlays 

GNP (billions of dollars)” 


Unemployment rate (per cent)" 


“ Calendar year. 


November 
1981 
Budget 


64,960 
— 75,450 


— 10,490 


— 850 
3,550 
1,205 


3,905 


—6,585 


76,300 
16,765 
59,535 
378.5 
7.8 


June October 
1982 1982 
Budget Statement 


(millions of dollars) 


58,550 55,660 
~78, 100 ~79,210 
— 19,550 — 23,550 
~700 ~740 
1,065 405 
2,085 1,685 
2,450 1,350 

~ 17,100 — 22,200 
78,800 79,950 
17,900 16,925 
60,900 63,025 
358.9 349.9 
9.8 10.9 
~6,410 — 2,890 
— 2,650 S10 
—9,060 — 4,000 
150 —40 

— 2,485 ~660 
880 — 400 

~ 1,455 — 1,100 
— 10,515 —5,100 
2,500 1,150 
1,135 —975 
1,365 2,125 

~ 19.6 ~9.0 
2.0 11 


—797 
— 903 


— 1,700 


353 
—575 
622 


400 


— 1,300 


550 
—5 
555 
— 1.0 
0.2 


ji 
= We - 
= ac, 
7 
> - = 
— 
- ave 
7 
a 
oid 
« a 
=r) 4h 
= 
(= 


2. The Expenditure Plan 


This chapter provides an overview of the government’s multi-year expenditure plan 
by envelope. The multi-year approach to expenditure planning was introduced in 
1979, following the recommendations of the Royal Commission on Financial Manage- 
ment and Accountability (the Lambert Commission). This year the expenditure plan 
for 1983-84, the first year of the current planning period, was presented to Parlia- 
ment in February in Part | of the Main Estimates. This chapter updates that plan for 
1983-84 in light of the budget measures and an updated economic forecast, and 
extends the planning period forward to 1986-87. 


The new expenditure plan is set out in Table 2.1. It establishes revised spending lev- 
els for each of nine policy sectors or ‘“‘envelopes’’ for the next three years and 
extends the projections to 1986-87. The new funds provided for the Special Recovery 
Capital Projects are also displayed in the plan, although they have not been allocated 
to specific envelopes at this time. In addition, a projection is set out for public debt 
charges and provision is made for a central reserve against possible overruns in the 
costs of major statutory programs.” The latter include such programs as the govern- 
ment’s contribution to unemployment insurance, equalization payments to the prov- 
inces, cash payments to the provinces for health and post-secondary education pro- 
grams and subsidy payments to the railroads for handling grain. Finally, an 
allowance, called a lapse, is made for the estimated degree to which actual spending 
on all government programs will be less than the levels authorized by Parliament. This 
allowance is based on historical experience. 


The allocation of funds within envelopes is managed by Cabinet committees and is 
governed by the rules of the Policy and Expenditure Management System.® Four 
Cabinet policy committees are responsible for Social Development (the Social Affairs, 
and Justice and Legal envelopes), Economic and Regional Development (the Eco- 
nomic Development and Energy envelopes), Government Operations (the Services to 
Government, and Parliament envelopes), and Foreign and Defence Policy (the 
Defence, and External Affairs and Aid envelopes). The Fiscal Arrangements and Pub- 
lic Debt envelopes are the direct responsibility of the Cabinet Committee on Priorities 
and Planning, which also sets the overall envelope ceilings based on the recommen- 
dations of the Minister of Finance. The Cabinet committees are empowered to make 
policy decisions within the general areas of responsibility defined by their respective 
envelopes. Priorities are established and new policy initiatives must be traded off 
within the overall constraints of the envelope expenditure ceilings. The added costs, 
or cost savings, resulting from Cabinet committee decisions are debited or credited 
to the ‘‘free balance’’ within the envelope, which is normally referred to as a ‘‘policy 
reserve’. The envelope system encourages Cabinet committees and government 
departments to review their existing programs regularly with a view to freeing up 
resources for new programs and for other higher priority initiatives. Furthermore, the 


) As defined in Part | of the 1983-84 Main Estimates, statutory expenditures are those that have been 
given continuing authority by act of Parliament and therefore require no new parliamentary approval. 


(2) See The Policy and Expenditure Management System, Privy Council Office, March 1981 and Accountable 
Management: A Progress Report to Parliament, President of the Treasury Board of Canada, March 1981. 
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multi-year planning framework encourages the Cabinet committees to establish pri- 
orities among the planning years, as well as between individual programs, and it 
facilitates a broader perspective on spending decisions. It provides a system within 
which the broad outlays targets and spending priorities of the government can be dis- 
cussed and set out in advance by the Priorities and Planning Committee of Cabinet 
upon recommendation by the Minister of Finance, and the individual and specific 
decisions on particular programs can then be made over the course of the year by 
specialized Cabinet committees within the overall constraints of the fiscal framework. 


The expenditure planning process is an Ongoing one, in which the targets for total 
outlays (the sum of budgetary expenditures and non-budgetary loans, investments 
and advances) and the levels for particular envelopes are reviewed annually in light of 
changing social and economic conditions and evolving government priorities. The 
envelope levels for fiscal year 1983-84 were set for the first time in the October 1980 
budget. They were revised in the November 1981 budget and again, as noted, in 
Part | of the Main Estimates tabled in February 1983. The actions taken and the new 
economic projections presented in this budget have resulted in further revisions. 


Table 2.1 


The Expenditure Plan by Envelope 


Economic Development 
Millions of dollars 
Percentage change 
Percentage of total 


Energy 
Millions of dollars 
Percentage change 
Percentage of total 


Social affairs 
Millions of dollars 
Percentage change 
Percentage of total 


Justice and legal 
Millions of dollars 
Percentage change 
Percentage of total 


Services to government 
Millions of dollars 
Percentage change 
Percentage of total 


Parliament 
Millions of dollars 
Percentage change 
Percentage of total 


Defence 
Millions of dollars 
Percentage change 
Percentage of total 


1981-82 


6,899 
33.1 
10.0 


1,608 
— 55.6 
2.3 


2f,919 
12.0 
40.0 


1,384 
14.1 
ZO) 


3,657 
33.9 
5.3 


151 
16.2 
0.2 


6,031 
We 
8.8 


1982-83 


8,552 
24.0 
10.6 


3,351 
108.4 
4.2 


31,950 
15.8 
39.7 


1,568 
13.3 
Ue 


3,403 
—6.9 
4.2 


174 
15.2 
0.2 


6,963 
15.5 
8.6 


1983-84 


SES) 
14.6 
10.8 


3,799 
13.4 
4.2 


37,251 
16.6 
41.1 


1,798 
14.7 
2.0 


3,897 
14.5 
4.3 


183 
o:2 
0.2 


7,900 
13.5 
8.7 
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1984-85 


10,298 
5.1 
10.7 


3,753 
—1.2 
3.9 


38,386 
3.0 
40.0 


1,982 
10.2 
2 


4,314 
10.7 
4.5 


195 
6.6 
0.2 


8,785 
led 
Be 


1985-86 


11,142 
8.2 
11.0 


4,309 
14.8 
4.2 


40,710 
6.1 
40.0 


2,184 
10.2 
Cal 


4,560 
5.7 
4.5 


206 
5.6 
0.2 


9,494 
8.1 
9.3 


1986-87 


11,524 
3.4 
10.7 


4,511 
4.7 
4.2 


43,112 
5.9 
40.1 


2,331 
Ori 
2.2 


4,833 
6.0 
4.5 


219 
6.3 
0.2 


10,359 
Sh 7 
9.6 


(continued) 


Table 2.1 
The Expenditure Plan by Envelope (continued) 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


External affairs and aid 


Millions of dollars i, fz 2 AN\TAO) 2,432 Woe 2,876 3,278 

Percentage change 19.8 PA 9) Wa 13.2 4.5 14.0 

Percentage of total PLS) PI 2a 29 2.8 3.0 
Fiscal arrangements 

Millions of dollars 4,734 5,449 5,708 6,019 6,210 6,853 

Percentage change PAN 116y1 4.8 5.4 She 10.4 

Percentage of total 6.9 6.8 6.3 6.3 6.1 6.4 
Special recovery capital projects 

Millions of dollars — — 460 710 340 — 

Percentage change — — — 54.3 — 52.1 

Percentage of total — — 0.5 0.7 0.3 — 
Special recovery export financing 

fund 

Millions of dollars — — 50 50 50 30 

Percentage change — -— — a = — 40.0 


Percentage of total oo — — =e = ss 


Central reserve 


Millions of dollars = — 1,000 1,100 1,200 1,300 

Percentage change — — — 10.0 om 8.3 

Percentage of total — = lt ileal ee WZ 
Lapse and rounding 

Millions of dollars — a — 1,627 —1,/44 — 1,806 —1,975 

Percentage change — — — Uh 3.6 9.4 

Percentage of total —_ = —1.8 = 118 —1.8 —1.8 
Program outlays 

Millions of dollars 53,745 63,580 72,650 76,600 81,475 86,375 

Percentage change 12.2 18.3 14.3 5.4 6.4 6.0 

Percentage of total 78.0 79.0 80.2 SKS) 80.1 80.3 
Public debt charges 

Millions of dollars 15, 168 16,920 17,950 19,300 20,225 Zilml2o 

Percentage change 41.9 alas) 6.1 7.5 4.8 4.4 

Percentage of total 22.0 21.0 19.8 20.1 19.9 Wh 7 
Total outlays 

Millions of dollars 68,913 80,500 90,600 95,900 101,700 107,500 

Percentage change 17.6 16.8 12.5 5.8 6.0 5) 7/ 

Percentage of total 100.0 100.0 100.0 100.0 100.0 100.0 


Total outlays in fiscal year 1982-83 are currently estimated to have been 

$80,500 million, or some $650 million less than was estimated when the 1983-84 
Main Estimates were tabled. This drop is primarily the result of an increase in the 
estimated lapse in spending authority. In some cases this decline in 1982-83 spend- 
ing relative to the total presented in the Main Estimates will be offset by a corre- 
sponding increase in 1983-84. The 16.8-per-cent increase in total outlays in 1982-83 
reflected a great many factors, most of which were recession-related. One notable 
factor that was not recession-related was the carry-forward of about $1 billion in 
Petroleum Incentives Payments from 1981-82 to 1982-83 that occurred as a result of 
the delay in parliamentary approval for the relevant enabling legislation. 
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In 1983-84, total outlays are expected to grow by 12.5 per cent, to a level of 

$90.6 billion. This figure is $1.7 billion more than was indicated in the Main Estimates. 
The increase since the Main Estimates is primarily accounted for by the budget initia- 
tives. But it also reflects some forecast revisions for major statutory programs and the 
carry-forward from 1982-83 to 1983-84 of some unspent funds that are earmarked 
for certain programs. Since many of the budget’s expenditure initiatives are tempo- 
rary in nature, and since general government-wide expenditure restraint will continue 
throughout the planning period, the growth in total outlays is projected to slow sub- 
stantially in the later years of the fiscal plan. As a percentage of GNP, total outlays 
are projected to decline from 23.6 per cent in 1983-84 to 21.3 per cent in 1986-87. 


While the multi-year profile of each envelope is considered in more detail later in this 
chapter, some general observations on the characteristics of the envelopes are in 
order at this stage. By far the largest envelope is Social Affairs, which accounts for 
roughly 40 per cent of federal government spending. This envelope consists, for the 
most part, of statutory transfers to persons and to the provinces. The other two 
envelopes with large statutory programs are Public Debt Charges and Fiscal Arrange- 
ments. Together, these three envelopes account for about two-thirds of all federal 
expenditures. The next largest share of federal spending is accounted for by the Eco- 
nomic Development and Energy envelopes, which together represented almost 

15 per cent of total outlays in 1982-83. Economic Development and Energy have 
received increased priority in the last two years, reflecting most notably the National 
Energy Program and the western transportation and related development initiatives. 
The proportion of total outlays that was allocated to the Defence envelope and to the 
External Affairs and Aid envelope amounted to about 11 per cent in 1982-83. The 
two envelopes which most reflect the cost of the government’s internal operations 
are Services to Government and Parliament, which together accounted for 4.4 per 
cent of federal spending in 1982-83. Finally, the Justice and Legal envelope 
accounted for about 2 per cent of total federal spending in 1982-83. 


Comparison with the November 1981 Budget 


Table 2.2 provides a summary of the accumulated changes to the total outlays pro- 
jections since the November 1981 budget. Fairly large increases have occurred in 
1982-83, 1983-84 and 1984-85, while the projection for total outlays in 1985-86 is 
now significantly lower than was foreseen in November 1981. This pattern is partly 
due to the impact of the recession on several programs, such as unemployment 
insurance. It is also due in part to the initiatives outlined in this budget. These initia- 
tives are summarized in Table 2.3 and are further noted in the discussion on 
individual envelopes that follows. The large revisions to the expenditure plan over the 
year and a half since the November 1981 budget serve to illustrate both the many 
uncertainties and the need for flexibility in the planning process. They provide a 
reminder that the new expenditure plan is by no means carved in stone, and may be 
revised if circumstances and priorities change. 


The changed outlook for economic activity over the medium term has resulted in a 
significant increase to the estimates of both the government share of Unemployment 
Insurance benefits and the transfer payments to the provinces associated with the 
Canada Assistance Plan. Slower economic growth in 1982-83 and 1983-84 has 
resulted in an increase in the cash portion of Established Programs Financing (EPF) 


Table 2.2 


Major Changes to Total Outlays Since the November 1981 Budget 


1981-82 1982-83 1983-84 1984-85 1985-86 


(millions of dollars) 


November 1981 budget level 68,300 76,300 85, 150 93,900 103,300 


Changes between November 1981 and April 
1983 budgets 


Unemployment Insurance 12 927, 1,732 1,372 1,143 
Canada Assistance Plan Wiz 269 355 256 ites 
Established Programs Financing’ —44 236 612 128 — 453 
Fiscal Arrangements 257 478 98 — 223 —691 
Petroleum incentives program —940 610 200 — — 
Canadair and de Havilland equity — 400 —_— —_— — 
Petroleum Compensation Program 402 — 362 — — 
VIA Rail addition — 132 218 221 258 
Net program carry-forwards — 300 —200 500 — — 
Public debt charges 473 155 —65 —60 —50 
Other changes 641 1,193 124 — 1,103 — 2,557 
Sub-total 613 4,200 4,136 591 —2,195 
Pre-budget outlays 68,913 80,500 89,286 94,491 101,105 
April 1983 budget measures?) —— a 1,314 1,409 595 
April 1983 budget level 68,913 80,500 90,600 95,900 101,700 


() These changes exclude the savings from the impact of the 6&5 program. 
(2) For details see Table 2.3. 
‘3) Includes the savings on Established Programs Financing resulting from the 6&5 program. 


transfers for provincial health and post-secondary education programs, despite the 
recently announced application of the 6&5 program to the post-secondary education 
portion of EPF transfers. However, lower inflation and the accumulated effect of lower 
economic growth in previous years result in a reduced spending profile for EPF pay- 
ments and fiscal arrangements transfers in 1984-85 and 1985-86 in comparison with 
the projections contained in the November 1981 budget. The lower expenditures for 
the fiscal arrangements transfers relate primarily to the Fiscal Equalization Program; 
these reductions do not appear prior to 1983-84 because of the effect of a transi- 
tional guarantee of equalization that was added to the arrangements subsequent to 
the November 1981 budget. The revisions to estimated Petroleum Incentives Pro- 
gram payments result from timing considerations, as already noted. The payments to 
Canadair and de Havilland and to VIA Rail shown in Table 2.2 were noted in the 
October 27, 1982 economic and financial statement. The increase in net Petroleum 
Compensation Program payments in 1981-82 was related to the fact that the special 
levy introduced in response to actions by the Government of Alberta in that year was 
not netted against expenditures. The increase in net Petroleum Compensation Pro- 
gram payments for 1983-84 offsets the surplus expected in the Petroleum Compen- 
sation Account in 1982-83. (Surpluses are recorded as revenues while deficits are 
recorded as expenditures.) Public debt charges were significantly higher than the 
November 1981 budget projections for 1981-82 because interest rates and Canada 
Savings Bond sales turned out to be higher than originally assumed. However, the 
projections for public debt charges have changed little from 1982-83 to 1985-86, as 
lower projected interest rates tend to offset the effect on public debt charges from 
projected increases in financial requirements. The spending measures introduced in 
this budget account for a significant portion of the increase from the November 1981 


15 


budget projections for total outlays in 1983-84 and 1984-85. Finally, the ‘‘other”’ 
changes noted in Table 2.2 represent the net impact of a large number of adjust- 
ments to programs as a result of revisions to the projections for program demand lev- 
els and prices. Program demands are typically higher in the earlier years as a result of 
the recession in 1982-83 and because of requirements related to the operation of the 
various new economic recovery programs in 1983-84. However, by 1985-86 many of 
these programs will be phased out and the improvement in the inflation outlook will 
result in total outlays which are lower than had been projected in the November 1981 
budget. 


The new expenditure measures associated with this budget are outlined in Table 2.3. 
Some of these new initiatives have been funded from within pre-budget envelope ceil- 
ings, while others have required supplementary funding, as indicated in the table. 


Table 2.3 
The Expenditure Measures in the Budget 


1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 
Economic Development 


Special Reccvery Investment Fund 100 200 ae = 
Technology initiatives 50 50 — = 
Special farm financial assistance 4 4 as — 
Program for export market development 5 5 5 5 
Federal Business Development Bank 70 75 55 55 
Sub-total 229 334 60 60 
Internal reallocations —70 —75 —55 —55 
Total envelope adjustment 159 259 5 5 


Social Affairs 


Social Policy Fund 20 60 200 305 
Canadian Home Renovation Plan 120 = == = 
Canada Student Loans Program 20 40 —_ = 
Training and human resources 30 125 = = 
Summer student employment initiatives 70 = == = 
Special employment initiatives 100 50 — = 
NEED program 120 160 — = 
Youth job creation initiative 20 Us = = 
Social housing 1 5 13 15 
Residential Rehabilitation Assistance Program 10 30 — ae 
Katimavik program 10 30 — = 
Indian housing 40 = = = 
Canadian Home Ownership Stimulation Plan 30 = = = 
Sub-total 591 575 213 320 
Internal reallocations —6 — 200 —13 —15 
Total envelope adjustment 585 SIA) 200 305 
Defence 


Extended youth training and employment 


program 60 19 = = 
Special Recovery Capital Projects 460 710 340 = 
Special Recovery Export Financing Fund 50 50 50 30 
Total 1,314 1,409 595 340 
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A major source for internal financing in the case of the Social Affairs envelope was 
the savings on transfers to the provinces for post-secondary education that result 
from applying the 6&5 program to these payments. 


The Economic Development Envelope 


The major program areas covered by the Economic Development envelope relate to 
transportation and communications, agriculture, regional economic development, 
industrial development, science and technology, research and development, fisheries, 
forestry and consumer and corporate affairs. A number of major initiatives have been 
undertaken over the past few years that greatly affect this envelope. These include 
the Western Transportation/Crow Rate program, the rationalization of regional and 
industrial economic development programs and various actions associated with the 
extension of Canadian offshore limits to 200 miles. In addition, this budget introduces 
significant new funding in this envelope for industrial development and the enhance- 
ment of Canadian technology and competitiveness. 


Table 2.4 shows the projected trend in the Economic Development envelope over the 
span of the current expenditure plan. The envelope receives an increased share of 
total federal outlays over the next four years. From 10.0 per cent of total outlays in 
1981-82, the envelope increases to between 10.7 and 11.0 per cent in the planning 
period. 


The rapid growth of the Economic Development envelope in 1981-82 was due chiefly 
to increased spending in the agricultural sector through farm income stabilization pro- 
grams, crop insurance and the Farm Credit Corporation; to industrial and regional 
development spending; and to increased railway subsidies. In addition, 1981-82 was 
the first year for Western Development Fund spending. After 1981-82, the growth 
rate of the envelope decreases each year until 1984-85. The sharp drop in growth 
expected in 1984-85 reflects the termination after 1983-84 of several special tempo- 
rary employment-creation and business-support programs which were introduced in 
the June 1982 budget and the October 1982 economic and financial statement. 
When these programs are excluded from calculations, the growth rates of the 
envelope are similar in 1983-84, 1984-85 and 1985-86. The low growth in 1986-87 


Table 2.4 
Summary of the Economic Development Envelope 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


New budget measures — = 159 259 5 5 
Other 6,899 Sou2 9,640 10,039 11,137 oly 
Envelope level 6,899 8,552 SLE 10,298 11,142 11,524 
Percentage change 33.1 24.0 14.6 Sul 8.2 3.4 
Percentage of GNP al PIs; 2.6 2.4 2.4 253 
Percentage of total outlays 10.0 10.6 10.8 10.7 11.0 10.7 
Percentage of program outlays 12.8 13.5 13:5 13.4 1Si7 bs 


Iv 


reflects the fact that in extending the expenditure planning horizon, many grant and 
contribution programs in this envelope are assumed to require the same funding in 
1986-87 as projected for 1985-86. In addition, lower inflation rates contribute to the 
low growth of all program spending in the later years of the planning period. 


As a percentage of GNP, the envelope increases substantially between 1981-82 and 
1982-83 and reaches a peak of 2.6 per cent in 1983-84. This percentage is projected 
to decline to 2.3 per cent by 1986-87. 


The Energy Envelope 
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The Energy envelope includes a number of programs aimed at enhancing the conser- 
vation and efficient use of energy, increasing the supply of domestically produced oil 
and other sources of energy, and encouraging the use of non-oil energy sources. In 
addition, the National Energy Program, which was introduced in October 1980 and 
modified in May 1982, includes initiatives designed to increase Canadian participa- 
tion in the oil and gas sector, principally through the Petroleum Incentives Program 
and the activities of Petro-Canada. 


As a percentage of total outlays, the Energy envelope rose from 2.3 per cent 
in 1981-82 to an estimated 4.2 per cent in 1982-83 and is projected to remain at 
roughly that level throughout the projection period. 


The 55.6-per-cent decline in the size of the envelope in 1981-82 was due to a 
decrease in net petroleum compensation payments from $2,684 million in 1980-81 to 
$402 million in 1981-82. This decline resulted from the policy, begun in 1981-82, of 
setting the Petroleum Compensation Charge with a view toward offsetting Petroleum 
Compensation Program payments. When the Petroleum Compensation Account is in 
surplus for a particular year, the net receipts are recorded as budgetary revenue and 
when it is in deficit, the net payments are recorded as a budgetary expenditure. Net 
receipts of $200 million are expected in 1982-83. The account is projected to register 
a deficit of $362 million in 1983-84 and a surplus of $100 million in 1984-85. 


The high growth of the envelope in 1982-83 reflects the start-up of payments from 
the Petroleum Incentives Program in that year.'4) The projected decline in the size of 
the envelope in 1984-85 is partly a reflection of the carry-over of about $200 million 
in Petroleum Incentives Program payments from 1982-83 to 1983-84, which 
increases the envelope in 1983-84. The decline in 1984-85 also reflects the drop in 
net petroleum compensation payments from $362 million in 1983-84 to zero 

in 1984-85. Spending under the Petroleum Incentives Program has been provisionally 
set at the same level in 1986-87 as projected for 1985-86. 


‘9) After 1983-84 the Petroleum Compensation Charge is set in the projections to approximately balance 
the account on a calendar-year accruals basis. The cash flows will not necessarily be in balance from 
one fiscal year to the next. 

‘) Payments for 198 1-82 under this program were carried forward to 1982-83, as the legislation enabling 
the payments to be made did not receive Parliamentary approval until after the start of fiscal 
year 1982-83. 


Table 2.5 
Summary of the Energy Envelope 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Petroleum incentives program — 1,620 1,350 1,474 1,850 1,850 
Petroleum compensation program 402 == 362 — — — 
Other programs 1,206 1,731 2,087 2219 2,459 2,661 
Envelope level 1,608 3,351 3,799 3,753 4,309 4,511 
Percentage change —55.6 108.4 13.4 —1.2 14.8 4.7 
Percentage of GNP 0.5 1.0 1.0 0.9 0.9 0.9 
Percentage of total outlays 2.3 4.2 4.2 3.9 4.2 4.2 
Percentage of program outlays 3.0 5.3 5.2 4.9 Se 5.2 


The Social Affairs Envelope 


Social Affairs is by far the largest envelope, accounting for about 40 per cent of total 
outlays and over half of program outlays. Of the expenditures included in the 
envelope, about 70 per cent are statutory transfers to other governments or individu- 
als. The projections of the major statutory programs included in this envelope are 
listed in Table 2.6. Old Age Security benefits are the largest of the statutory pro- 
grams, followed by Established Programs Financing payments to the provinces for 
health care and post-secondary education support. Canada Assistance Plan (CAP) 
payments to the provinces, the government’s contribution to Unemployment Insur- 
ance and Family Allowances are the other large statutory programs in the envelope. 
The sharp increase in the statutory programs in 1982-83 and 1983-84 reflects the 
effects of the recession in 1982 and continued high unemployment in 1983 on gov- 
ernment unemployment insurance contributions and CAP payments. The growth of 
major statutory program costs is projected to slow between 1984-85 and 1986-87 as 
government contributions to Unemployment Insurance decline and the costs of 
indexed transfer payments to persons increase at progressively slower rates, reflect- 
ing the projected reduction in inflation. 


Other Social Affairs programs include the activities of the Canadian Broadcasting 
Corporation, Indian and Northern Affairs Canada, the Canada Mortgage and Housing 
Corporation, the Secretary of State, Veterans Affairs and Employment and Immigra- 
tion Canada. Total spending on this second group of programs increased sharply in 
1982-83 and 1983-84, reflecting special initiatives introduced over the past year and 
in this budget aimed at direct support for employment, the enhancement of work 
skills and the stimulation of the housing sector. However, spending on these pro- 
grams is expected to grow more slowly between 1984-85 and 1986-87, as most of 
these special programs come to an end in 1983-84 or 1984-85 and lower inflation 
rates continue to have a moderating effect on growth in general program costs. 


une) 


Table 2.6 


Summary of the Social Affairs Envelope 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 
(millions of dollars) 

Unemployment Insurance 

contributions 1,047 2,182 3,063 2,860 2,730 2,476 
Old age security, guaranteed 

income supplement 

and spouses’ allowances 8,585 9,694 10,747 11,607 12,457 13,289 
Family allowances 2,020 Peed 2,021 2,430 Zooo 2,678 
Established Programs 

Financing Solin SiSZ 6,761 7,349 USM S29 
Canada Assistance 

Plan 2,298 2,780 3,140 3,348 3,561 STD 
Sub-total 19,861 Whe) 26,032 27,594 29,214 30,947 
New budget measures — — 585 375 200 305 
Other programs Wats: 9,475 10,634 10,417 WW28IE 11,860 
Envelope level BUMS) 31,950 SRZon 38,386 40,710 43,112 

Percentage change 12.0 15.8 16.6 3.0 6.1 BS 

Percentage of GNP 8.3 CLZ Sh 1 8.8 8.5 

Percentage of total outlays 40.0 B18). 7/ 41.4 40.0 40.0 40.1 

Percentage of program outlays piles 50.3 51.3 50. 1 50.0 49.9 


The Justice and Legal Envelope 


The programs forming the Justice and Legal envelope include those of the Depart- 
ment of Justice, the RCMP, correctional services, the Office of the Solicitor General, 


the Canadian Human Rights Commission and the Supreme Court of Canada. 


Over 80 per cent of expenditures in the envelope are for the RCMP and correctional 
services. An increased demand for correctional services due to inmate population 
growth is the main reason for the growth of the envelope from 1981-82 to 1983-84. 
Lower projected inflation rates result in a moderation of the envelope’s growth in the 
last three years of the expenditure plan. 


Table 2.7 


Summary of the Justice and Legal Envelope 


198 1-82 1982-83 
Envelope level 1,384 1,568 
Percentage change 14.1 13.3 
Percentage of GNP 0.4 0.4 
Percentage of total outlays ZA0) 1.9 
Percentage of program outlays 2.6 NS) 


1983-84 1984-85 1985-86 
(millions of dollars) 
1,798 1,982 2,184 
er 10.2 NOK 
0.5 OL5 0.5 
2A) 2.4 Dal 
DS 2.6 ea 
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1986-87 


2,331 


6.7 
0.5 
Ze 
lf 


The Services to Government Envelope 


Among the major components in the Services to Government envelope are the 
Departments of National Revenue, Public Works and Supply and Services and the 
central agencies including the Department of Finance, the Treasury Board and the 
Privy Council Office. The envelope also covers the annual deficit of the Canada Post 
Corporation. 


A main reason for the recent variability in the growth rate of expenditures from the 
envelope is the Canada Post deficit which increased from $486 million in 1980-81 to 
$672 million in 1981-82 before dropping to an estimated $300 million in 1982-83. 
Contributing to the growth in the envelope in 1983-84 is the start-up of construction 
work on the new National Gallery and Museum of Man projects in the National Capi- 
tal Region. 


Table 2.8 
Summary of the Services to Government Envelope 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Envelope level 3,657 3,403 3,897 4,314 4,560 4,833 
Percentage change 33.9 —6.9 Ass 10.7 B1/ 6.0 
Percentage of GNP 1.1 1.0 1.0 1.0 1.0 1.0 
Percentage of total outlays 5.3 4.2 4.3 4.5 4.5 4.5 
Percentage of program outlays 6.8 5.4 5.4 5.6 5.6 5.6 


The Parliament Envelope 


The Parliament envelope consists of expenditures for the House of Commons, the 
Senate and the Library of parliament. The relatively large growth in the envelope in 
1981-82 and 1982-83 was related to extensive parliamentary committee work as well 
as to the extended length of time the House was in session last year. 


Table 2.9 
Summary of the Parliament Envelope 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Envelope level 151 174 183 Is 206 2S) 
Percentage change 16.2 S52 2.2 6.6 5.6 6.3 
Percentage of GNP — — — — — — 
Percentage of total outlays 0.2 0.2 0.2 0.2 0.2 0.2 
Percentage of program outlays 0.3 0.3 0.3 0.3 0.3 0.3 


en 


The Defence Envelope 


Table 2.10 
Summary 


About three-quarters of the Defence envelope consists of operating expenditures, 
with the rest being accounted for by capital projects, including the CF-18 fighter air- 
craft. The Defence envelope grew rapidly in 1981-82 and 1982-83 and will continue 
to increase faster than GNP over the next few years. This reflects Canada’s interna- 
tional commitments to NATO. However, lower projected inflation rates in the later 
years of the fiscal plan allow the growth of the envelope to come down steadily with- 
out erosion in growth of real purchasing power. A special factor affecting the Defence 
envelope is the $60 million allocation in 1983-84 and the $15 million allocation in 
1984-85 for an extended youth training and development program contained in this 
budget. 


of the Defence Envelope 
1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


New budget measures —_ — 60 1h) —_ —_— 
Other 6,031 6,963 7,840 8,770 9,494 10,359 
Envelope level 6,031 6,963 7,900 8,785 9,494 10,359 
Percentage change 1K Sus 13:55 We 8.1 1 
Percentage of GNP 1.8 2.0 2.1 | Za 2.1 
Percentage of total outlays 8.8 8.6 8.7 2 9.3 9.6 
Percentage of program outlays le EO: 10.9 alee) Wile 12.0 


The External Affairs and Aid Envelope 


aa 


As shown in Table 2.11, the largest part of External Affairs and Aid spending is for 
Official Development Assistance (ODA). Most of this spending takes the form of 
direct grants, although a significant part of ODA is also disbursed by the Department 
of Finance and by the Canadian International Development Agency through invest- 
ments and contributions to international financial institutions. These latter payments 
are in the form of promissory notes and are not counted as part of the envelope 
expenditures until the year in which they are encashed by the institutions. The inter- 
national financial institutions provide estimates of the probable timing of encashment 
of these notes. Given the uneven year-to-year pattern of these encashments, the 
growth pattern of the envelope is noticeably affected throughout the period of the 
expenditure plan. 


The growth of the envelope in relation to GNP reflects the government’s objective of 
attaining a level of ODA commitments of 0.5 per cent of GNP by mid-decade. Also 
included as ODA are the expenditures of Petro-Canada International, which are 
included in the Energy envelope. It should be noted, however, that the expenditure 
figures reported in Table 2.11 are estimated cash outlays rather than the ‘“‘commit- 
ments’’ which are commonly used in international reporting of ODA contributions. 


Table 2.11 
Summary of the External Affairs and Aid Envelope 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Official development assistance E220 1,497 1,696 1,980 2,064 2,427 
Other 477 673 736 772 812 851 
Envelope level 1,702 2,170 2,432 SY 2,876 3,278 
Percentage change 19.8 ZnO Wi 13.2 4.5 14.0 
Percentage of GNP 0.5 0.6 0.6 0.7 0.6 0.6 
Percentage of total outlays 215 Pas 2, (2s) 2.8 3.0 
Percentage of program outlays 3.2 3.4 3.3 3.6 3.5 3.8 


The Fiscal Arrangements Envelope 


Programs included in the Fiscal Arrangements envelope consist generally of uncondi- 
tional transfers to the provinces, of which equalization accounts for about 90 per cent 
(see Table 2.12). The next largest type of payment, at $201 million in 1982-83, is for 
grants paid to local governments and provinces in lieu of taxes on federal property. 
The other two major items in the envelope are reciprocal taxation payments to prov- 
inces in respect of consumption taxes and payments to provinces of a share of fed- 
eral income taxes collected from privately owned public utilities. The ‘‘other’’ cate- 
gory shown in Table 2.12 includes the source of funds provided by repayment to the 
government of a number of special loans to other governments. 


Table 2.12 
Summary of the Fiscal Arrangements Envelope 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Equalization 4,274 4,751 Siva 5,400 5,531 6,109 
PUITTA payments 88 110 128 166 179 193 
BNA subsidies 36 36 36 36 36 36 
Reciprocal taxation 141 146 163 180 200 222 
Municipal grants 213 201 Zoi 259 286 315 
Special population 
recovery payment — 226 —— = = = 
Other —18 —21 —21 —22 —22 —22 
Envelope level 4,734 5,449 5,708 6,019 6,210 6,853 
Percentage change iN. | oa 4.8 5.4 3.2 10.4 
Percentage of GNP 1.4 1.6 1S 1.4 1K} 1.4 
Percentage of total outlays 6.9 6.8 6.3 6.3 6.1 6.4 
Percentage of program outlays 8.8 8.6 te) LS) fos) 7.9 


() Public Utilities Income Tax Transfer Act. 
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The growth rate of fiscal transfers is projected to be low in 1983-84, partly due to the 
impact of low economic growth on equalization payments and partly because a spe- 
cial one-time population recovery payment of $226 million in 1982-83, arising from 
the 1981 census, increases the base from which the 1983-84 growth rate is cal- 
culated. Equalization payments are determined by an established formula; their 
growth rate varies from year to year because of changes in the rate of growth of reve- 
nues subject to equalization and variations in fiscal capacity among provinces. 


The Public Debt Envelope 


The Public Debt envelope covers interest payments to holders of federal government 
liabilities. These interest-bearing liabilities include the federal government’s 
unmatured debt, as well as a number of special funds and accounts. Unmatured debt 
includes the outstanding balances of Government of Canada domestic marketable 
bonds, Treasury bills, Canada Savings Bonds, Canada Pension Plan investments in 
federal securities, and foreign borrowing. Special funds and accounts include the out- 
standing balances in annuity, insurance and pension accounts (most importantly the 
federal government employee superannuation accounts), deposit and trust accounts, 
and special drawing rights allocations. 


In addition, expenditures within the Public Debt envelope cover the premiums, dis- 
counts, commissions and servicing costs necessary to administer the debt program. 


The size of the Public Debt envelope is controllable only indirectly. When the govern- 
ment’s financial requirements change, the medium-term profile of public debt 
charges will be altered. The other important element producing short- and medium- 
term changes in public debt charges is interest rates. As interest rate movements are 
extremely difficult to predict, the level of public debt charges in the planning period 
should be viewed as a highly tentative projection. 


The growth of public debt charges is projected to decline progressively in relation to 
GNP throughout the expenditure planning period. This reflects both an expected 
reduction in interest rates, as inflation continues to decline, and the declining deficit 
profile that characterizes the fiscal plan. 


Table 2.13 
Summary of the Public Debt Envelope 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Interest On Unmatured debt 12,089 13,340 13,960 15,050 15,605 16,205 
Interest on other liabilities 2,860 3,360 3,670 3,925 4,225 4,535 
Other charges 219 220 320 325 395 385 
Envelope level 15,168 16,920 17,950 19,300 PAOWA-20) P| WS 
Percentage change 41.9 11.6 6.1 Tes 4.8 4.4 
Percentage of GNP 4.6 4.8 4.7 4.6 4.4 4.2 
Percentage of total outlays 22.0 21.0 19.8 20.1 19.9 1957. 


24 


3. Budgetary Revenues 


Movements in the budgetary deficit are the net result of two broad sets of forces: 
those on the expenditure side and those on the revenue side. The main factors 
influencing federal expenditures are quite different from those affecting revenues and 
were discussed in the previous chapter. The present chapter lays out the projections 
for budgetary revenues. 


Federal revenues flow from a large number of different tax and non-tax sources. In 
most cases, the size of the flow depends critically on the course of the economy. Per- 
sonal income, corporation profits, unincorporated business income, consumer and 
business spending, imports, oil and gas prices, and interest rates are among the main 
economic variables which play key roles in the determination of federal revenues. In 
addition to these economic factors, the flow of federal revenues is dependent upon 
the specific parameters of the taxation system. A number of tax changes are set out 
in this budget, and these changes are of key importance in calculating the revenue 


projections for the fiscal plan. 


The remainder of this chapter presents the revenue forecast in some detail. The main 
threads of the discussion are woven around two summary tables: Table 3.1, which 
provides the revenue projections themselves on a component-by-component basis, 
and Table 3.2, which lists the various tax measures included in this budget and their 
estimated impact on revenues. The chapter closes with a short section comparing the 
new multi-year revenue projections with the projections set out in the November 1981 


budget. 
Table 3.1 


Budgetary Revenue Forecast 


Personal income tax 

Corporate income tax 

Petroleum and Gas Revenue Tax") 

Incremental Oil Revenue Tax 

Non-resident tax 

Sales tax 

Customs import duties 

Excise duties 

Other excise taxes 

Gasoline excise tax 

Oil Export Charge 

Natural Gas and Gas Liquids Tax 

Net petroleum compensation 
revenue 

Canadian ownership special charge 

Special petroleum compensation 
charge 

Miscellaneous tax 


1981-82 


1982-83 


1983-84 


1984-85 


(millions of dollars) 


29,000 
7,788 
2,030 

95 
1,040 
6,410 
2,705 
1,490 

770 
400 

95 
395 


32,445 
8,841 
2,205 

110 
1,075 
7,345 
Ds)KS 
1,690 

875 

415 

155 


1985-86 


1986-87 


190 


(continued) 
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Table 3.1 (continued) 
Budgetary Revenue Forecast 


SS a eS eS Eee 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


ee ee ee ee ee ee ee SS oe 


(millions of dollars) 


Total tax revenues 47,955 49,108 52,763 59,296 67,012 73,760 
Non-tax revenues 6,113 5, /55 5,855 6,385 6,520 6,595 
Total budgetary revenues 54,068 54,863 58,618 65,681 73,532 80,355 


Special total: energy-related 
revenues?) 3,290 4,050 3,415 3,950 4,165 4,455 


(percentage change) 


Personal income tax PD \ ie OS) ON Wie iPuleze 9.9 
Corporate income tax 0.1 — 15.4 13.4 Sits) 19.1 12.4 
Petroleum and Gas Revenue Tax") — 93.0 26.1 8.6 13.8 10.6 
Incremental Oil Revenue Tax — Sess — 50.0 15.8 — 50.0 — 36.4 
Non-resident tax 17.4 0.7 WS 3.4 7.4 6.9 
Sales tax 13.9 —5.1 9.2 14.6 19.0 lite2 
Customs import duties US — 18.7 —3.2 Toss 6.7 5.6 
Excise duties 12.8 8.5 16.9 13.4 13.0 11.0 
Other excise taxes — 1.6 17.0 16.7 13.6 12.0 10.2 
Gasoline excise tax —3.8 —7.1 —1.2 Chi 2.4 4.7 
Oil Export Charge — 38.4 — 22.0 —76.5 © 63.2 22.6 5.3 
Natural Gas and Gas Liquids Tax 433.7 24.2 — 68.1 — 100.0 — — 
Net petroleum compensation 

revenue — a — 100.0 a — 100.0 — 
Canadian ownership special charge — — — 141.3 onl Wes 
Special petroleum compensation 

charge — — 100.00 — = = = 
Miscellaneous tax Pla 12.5 7.4 10.3 9.4 8.6 
Total tax revenues 18.0 2.4 7.4 12.4 13.0 10.1 
Non-tax revenues AAS}. If — 5.9 ieee Sh) 2.1 lee 
Total budgetary revenues 19.1 145 6.8 12.0 12.0 9.3 


Special total: energy-related 
revenues?) — 2am = 16.7 WS) V 5.4 7.0 


(percentage of GNP) 


Personal income tax Th) US 7.6 Wott 7.8 7.9 
Corporate income tax RAS 2.0 220 | 2.3 2.3 
Petroleum and Gas Revenue Tax") 0.3 0.5 0.5 0.5 ORS OS 
Incremental Oil Revenue Tax — 0.1 — — “= — 
Non-resident tax 0.3 0.3 0.3 O23 0.2 0.2 
Sales tax 1.9 tay, flea ied 1.9 1.9 
Customs import duties 1.0 0.8 0.7 0.7 OF, 0.7 
Excise duties 0.4 0.4 0.4 0.4 0.4 0.4 
Other excise taxes 0.2 0.2 0.2 0.2 0.2 0.2 
Gasoline excise tax 0.1 0.1 0.1 0.1 0.1 0.1 
Oil Export Charge 0.2 0.1 == —— = sy 
Natural Gas and Gas Liquids Tax 0.3 0.4 0.1 — = == 
Net petroleum compensation 

revenue —— 0.1 —— a uve a 
Canadian ownership special charge —_ — 0.1 0.2 0.2 0.2 
Special petroleum compensation 

charge 0.1 = ae a: —_ — 


(continued) 
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Table 3.1 (continued) 


Budgetary Revenue Forecast 
ee ee ee EM eee eee Ee ae Oe a eee 
1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


em 


(percentage of GNP) 


Miscellaneous tax = -< gaits et, PS eg 


Total tax revenue 14.5 14.1 Sk 7 14.0 14.5 14.6 
Non-tax revenue 1.8 1.6 AS 19 1.4 1.3 
Total budgetary revenues 16.3 WEST 15.3 115.5 15.9 15.9 
Special total: energy-related 

revenues®) ane) 1.2 0.9 0.9 0.9 0.9 
GNP (billions of dollars) 331.3 348.9 383.9 423.0 462.5 504.8 


() The split between collections from the Petroleum and Gas Revenue Tax and the Incrementral Oil Revenue Tax is an 
estimate for 1981-82 and 1982-83. 

(2) Includes the petroleum and gas revenue tax, the incremental oil revenue tax, the gasoline excise tax, the oil export 
charge, the natural gas and gas liquids tax, net petroleum compensation revenue, the Canadian ownership special 
charge and the special petroleum compensation charge. The portions of the corporate, non-resident and sales taxes 
relating to the energy sector are not included. 


Table 3.2 
New Tax Measures with Major Impacts on Revenue 


1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Personal income tax 
a) |Revenue-reducing measures 


Increase in Child Tax Credit from $326 to $343 —25 —85 — 90 —95 
Doubling of child care expense deduction — —50 —55 —60 
Increase in employment expense deduction — 150 — 140 — 145 — 150 
Modification of RHOSP —5 —60 —60 — 
Indexed Security Investment Plan — — — 100 — 300 
Special Recovery Refundable Investment Tax 

Credit — —35 —40 —45 
Special Recovery Share Purchase Tax Credit — —25 —35 — 40 
Change rules for claiming investment tax credit = —15 —25 —25 
Extended carryover of business and capital 

losses — —35 —20 —10 
Extended deduction of earned depletion for 

mining exploration —15 —20 —20 —20 
Sub-total — 195 — 465 — 590 —745 


b) Revenue-raising measures 
Maintain 1981-82 family income threshold 


level for Child Tax Credit 40 155 260 335 
Repeal of the $100 standard deduction 30 180 85 85 
Maintain current level of the exemption for 

dependants under 18 years of age 5 40 85 125 
Modifications to the federal tax reduction 45 455 1,530 NN 
Sub-total 120 830 1,960 2,655 

Total personal income tax changes —75 365 1,370 1,910 


(continued) 
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Table 3.2 (continued) 
New Tax Measures with Major Impacts on Revenue 


1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Corporate income tax 


a) Revenue-reducing measures 


Change rules for claiming investment tax credit —175 —255 — 300 — 350 
Extended carryover of business and capital 
losses —270 — 205 — 100 —120 
Proposals for changes in R&D tax incentives — — 110 — 170 — 195 
Special Recovery Refundable Investment Tax 
Credit —80 — 80 — 85 —35 
Special Recovery Share Purchase Tax Credit —25 —35 —40 —40 
Extend 7 per cent Investment Tax Credit to 
heavy construction equipment — 20 — 30 —35 — 40 
Repeal Aviation Turbine Fuel Tax provisions —15 —25 — 30 —35 
Sub-total — 585 —740 —760 —815 
b) Revenue-raising measure 
Extension of IORT suspension (partial effect) 190 35 —_ == 
Total corporate income tax changes — 395 —705 —760 —815 


Petroleum and Gas Revenue Tax 
Deduction of enhanced oil recovery expendi- 


tures —20 —25 —55 — 80 
Incremental Oil Revenue Tax 

Extension of IORT suspension (gross effect) — 380 —70 — — 
Sales Tax 

Special Recovery Tax a 300 900 1,000 


Other Excise Taxes 
Telecommunications Programming 
Services Tax 30 50 5S 55 


Oii Export Charge 
Repeal of the Transportation Fuel Compensa- 
tion Recovery Charge —25 —65 —70 —85 


Tariffs 
Increased tourist exemption —10 —10 —10 —10 


Canadian Ownership Special Charge 
Extension of the COSC 400 965 985 1000 


Total of all Revenue Measures =475 805 2,415 2,975 


Currently available information indicates that budgetary revenues rose about 1.5 per 
cent in 1982-83. This very low growth rate reflected the recession of 1982 and its 

impact across the entire range of tax bases. The budget projections suggest modest 
revenue growth of about 7 per cent this year followed by more substantial growth, in 
the area of 12 per cent, in the 1984-85 and 1985-86 fiscal years. Growth in revenues 


during 1986-87 is projected at 9.3 per cent, about the same as GNP growth in that 
year. 


This general pattern of revenue growth is the net result of different trends for the 
individual revenue components. Personal income tax revenues, which account for 
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roughly half of total budgetary revenues, are projected to rise somewhat more rapidly 
than total revenues in 1983-84 and at roughly the same rate as total revenues there- 
after. Corporate tax revenues, which account for 12 to 15 per cent of total revenues, 
are projected to grow much more rapidly as profits rebound through the course of 
the recovery. Sales and excise tax revenues are also projected to grow at above- 
average rates in the years immediately ahead, partly due to the Special Recovery Tax 
proposed in the budget. The revenue components that are expected to grow more 
Slowly than average over the projection period include the energy-related revenues,” 
customs import duties, the non-resident tax and non-tax revenues. 


Personal Income Tax 


Revenues from the personal income tax are projected to increase 9.7 per cent this 
year, 11.9 per cent in 1984-85, 11.7 per cent in 1985-86 and 9.9 per cent in 
1986-87. As a percentage of GNP they are projected to rise from 7.6 per cent this 
year to 7.9 per cent by 1986-87. These trends reflect several factors. First and fore- 
most, they reflect the assumed growth path for personal income, which suggests 
increases in the 7- to 8-per-cent range throughout the forecast period. Second, they 
reflect the various measures introduced in the November 1981 and June 1982 budg- 
ets, and being proposed in this budget. 


As indicated in Table 3.2, there are a number of new revenue-raising and revenue- 
reducing tax measures that affect total personal income tax revenues. They reduce 
revenues in 1983-84 but account for budgetary revenue increases of about 

$0.4 billion in 1984-85, $1.4 billion in 1985-86 and $1.9 billion in 1986-87. The most 
important revenue-raising measure is the modification to the federal tax reduction, 
which will be phased in as the recovery strengthens to yield over $2 billion annually of 
additional revenues by 1986-87. The other measures that contribute significantly to 
personal income tax revenues are those related to the child benefit system. These 
revenue gains are, however, expected to be offset by new initiatives in the social 
policy area. Revenue-reducing measures, as listed in Table 3.2, have the effect of 
decreasing revenues by amounts which grow from about $0.2 billion this year to 
$0.7 billion by 1986-87. 


Corporate Income Tax 


The profile of corporate income tax revenue over the forecast period is largely deter- 
mined by the growth in corporate profits, modified by the impact of several discre- 
tionary tax measures. As recently reported in the national accounts, corporate profits 
declined in 1982 to two-thirds of their 1981 level. This huge profit decline largely 
explains the drop in corporate income tax revenue between 1981-82 and 1982-83. 
Over the projection period corporate profits are expected to grow faster than GNP, 
so that the ratio of profits to GNP returns to roughly the 1981 level by 1986. A mod- 
erating effect on corporate tax growth is that corporations will be applying losses 


() The energy-related revenues are defined to be the Petroleum and Gas Revenue Tax, the Incremental Oil 
Revenue Tax, the gasoline excise tax, the Oil Export Charge, the Natural Gas and Gas Liquids Tax, net 
petroleum compensation revenue, the Canadian Ownership Special Charge, and the Special Petroleum 
Compensation Charge. The portions of the corporate tax, non-resident tax, and sales tax relating to the 
energy sector are not included in energy-related revenues in this paper. 
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incurred in 1982, and to a lesser extent in 1981, to the higher level of taxable income 
in 1983. 


New tax measures introduced in this budget will broaden the assets qualifying for the 
investment tax credit and allow businesses easier access to the credit. Additionally, 
increases in the carry-back and carry-forward periods for business losses will reduce 
projected corporate income tax collections. Other tax measures leading to reduced 
collections include new proposals to broaden the incentives for research and 
development expenditures, which are being put forward as a basis for further consul- 
tation, and the cancellation of the income tax adjustment in respect of the sale of 
aviation fuel used on international flights. 


Sales Taxes, Excise Taxes and Excise Duties 


Revenues from the sales and excise taxes and duties are dependent upon the trend 
of sales of the taxed commodities. In the case of the sales tax, these tax bases 
include spending on several categories of consumer goods, investment goods and 
construction materials, while in the case of the excise taxes and duties the bases are 
primarily soending on tobacco and alcohol products. 


Sales tax revenue is estimated to have fallen 5.1 per cent in 1982-83. This decline 
was attributable to the disproportionate effect of the 1982 recession on consumption 
of durables, residential construction and investment in machinery and equipment— 
categories accounting for a significant portion of the total sales tax base. Excluding 
the effects of the policy measures announced in this budget, sales tax revenue is pro- 
jected to grow slightly more slowly than GNP in 1983-84 and at a faster rate than 
GNP in the later years of the forecast period. 


Effective from October 1, 1984 through December 31, 1988, sales tax rates will be 
raised 1 percentage point. For building materials the rate will rise from 5 to 6 per 
cent, for alcohol and tobacco the increase will be from 12 to 13 per cent, and for 
other taxable products the increase will be from 9 to 10 per cent. The rate change 
will increase revenues by roughly $1 billion per annum. 


Excise duties and taxes on alcohol and tobacco are indexed annually in accordance 
with the alcohol and tobacco sub-indexes in the consumer price index and this con- 
tributes additional revenues. The new tax on the provision of programming services 
by cable operators and other program distributors announced in the budget also 
adds to excise revenues. 


Energy-Related Revenues 
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As noted, energy-related revenues are expected to grow more slowly on average 
than total revenues over the projection period. This general expectation flows from 
the assumptions about world oil prices, the domestic oil and gas pricing regime and 
Canadian energy production and consumption volumes, as outlined in the budget 
document The Economic Outlook in Canada. It also reflects three revenue-reducing 
measures which affect the Petroleum and Gas Revenue Tax, the Incremental Oil 
Revenue Tax and the Oil Export Charge, as indicated in Table 3.2. 


The effective rate of the Petroleum and Gas Revenue Tax, which had been tem- 
porarily reduced to 11 per cent in the National Energy Program Update of May 31, 


1982, will return, as provided under current law, to its previous level of 12 per cent on 
June 1, 1983. Thereafter, revenue from this tax is expected to grow roughly in line 
with net operating income in the oil and gas production sector. The main source of 
increase in net operating income is the scheduled increase of $0.23 per gigajoule of 
gas at the Alberta border each six months in accordance with the Memorandum of 
Agreement with Alberta. Softness in the international price of oil depresses 
Petroleum and Gas Revenue Tax revenue through its influence on the conventional oil 
price and the New Oil Reference Price. 


The Incremental Oil Revenue Tax is levied on incremental revenues from oil dis- 
covered prior to 1981 and results from differences between the wellhead oil prices 
and the prices as scheduled in the National Energy Program of 1980. Commencing in 
June 1982, this tax had been suspended for one year for conventional oil. This sus- 
pension is now extended for another year until May 31, 1984. The Incremental Oil 
Revenue Tax remains in place for petroleum produced from tar sands mining projects 
in commercial production prior to 1976. The revenue intake from the tax following the 
suspension of the termination for conventional oil is not expected to be large, given 
the predicted convergence of actual wellhead oil prices with those scheduled in the 
National Energy Program. 


The special excise tax on gasoline used for non-commercial purposes is levied 

at 1.5 cents per litre. As the tax is specific, annual revenue is typically stable from 
year to year and is not expected to change greatly from current levels. Due to the 
decline in gasoline demand, revenue is estimated to have dropped from $436 million 
in 1981-82 to $405 million in 1982-83. With modest increases in volumes in later 
years of the projection period, revenue is expected to return to the 1981-82 level by 
1986-87. 


Oil Export Charge revenue is estimated to have fallen from $519 million to $405 mil- 
lion in 1982-83. In 1983-84, revenue is projected to drop dramatically to $95 million. 
The main explanation for these revenue declines is the sharp fall in export tax rates 
due to weaker international oil prices and competition in the U.S. market, and 
increases in the domestic conventional price. In addition, the Transportation Fuel 
Compensation Recovery Charge (TFCRC) on aviation fuel was dropped as of Febru- 
ary 1982 and refunds of revenue collected since May 1981 were paid throughout 
1982-83. Total Oil Export Charge revenue is projected to increase in later years of 
the projection period, but due to the narrowed difference between international and 
domestic oil prices, revenue is not projected to return to the 1982-83 level. A further 
influence depressing Oil Export Charge revenue over the projection period is the can- 
cellation of the TFCRC on marine bunker fuel used.on international voyages effective 
May 1, 1983. 


The tax on domestic sales of natural gas and liquids is set so as to achieve approxi- 
mately two-thirds heat equivalent parity between the wholesale price of gas at the 
Toronto city gate and the blended price of oil at Toronto. Under the economic 
assumptions made in the budget, the softness in the international oil price, the conse- 
quent impact on the Canadian blended price of oil and fixed $0.23 increases per 
gigajoule of gas at the Alberta border every six months imply that there will be little or 
no room for the Natural Gas and Gas Liquids Tax beyond 1983. Therefore, no reve- 
nue is projected beyond 1983-84. 


The Canadian Ownership Special Charge will be extended beyond September 1983 
at the current rates of $7.25 per cubic meter of oil and $0.14 per gigajoule of gas. 
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The revenue from this charge, used to finance Petro-Canada’s purchase of Petrofina 
and the government's possible contribution to the proposed refinancing of Dome 
Petroleum, is netted against expenditure in a non-budgetary account. It is the govern- 
ment'’s intention to use the revenues from extending this charge in support of oil self- 
sufficiency through raising Canadian ownership of oil and gas resources by increasing 
exploration and development of new reserves. The yield from the charge is recorded 
as budgetary revenue after the commitment for Dome is ended. 


The Petroleum Compensation Charge is set to balance revenues against expendi- 
tures for oil import compensation and price incentives for domestic producers. In 
1982-83 there is an estimated surplus of $200 million. In order to return the account 
to a balanced position, on a calendar year accrual basis of accounting, the charge 
was reduced January 1, 1983 and a further decline may occur later in the year. This 
decrease in the charge is projected to generate a deficit in 1983-84. Beginning in 
1985-86 the charge is assumed roughly to balance the relevant expenditures. 


Other Tax Revenue 


Other tax revenue sources include the non-resident withholding tax, customs import 
duties, and miscellaneous tax. These tax categories are expected to record relatively 
moderate rates of increase over the forecast horizon. 


The non-resident and miscellaneous taxes represent amounts of income withheld 
from earnings of non-residents and remitted to the government. These taxes apply to 
dividends, certain interest payments, rents, royalties and other forms of income pay- 
able to non-residents. The largest single sources of revenue are dividends and inter- 
est paid to non-residents. The miscellaneous tax represents revenue from foreign life 
insurance companies. 


Revenue from customs import duties consists mainly of ad valorem taxes on the 
importation of goods. Revenue collections are estimated to have declined 18.7 per 
cent in 1982-83 from the 1981-82 level, mainly reflecting a 13.2-per-cent decline in 
imports of goods in 1982, and also declines in effective tariff rates on January 1, 
1982 and January 1, 1983 in accordance with the Multilateral Trade Negotiations 
agreement signed in 1979. These rate cuts reduce the average effective tariff rate 

4 to 5 per cent each year in consecutive steps from 1980 through 1987. A mild fur- 
ther decline in revenue is expected in 1983-84 on the basis of the Multilateral Trade 
Negotiation tariff cuts and forecasts of low growth in imports of goods. In later years 
imports of goods are expected to increase slightly more quickly than GNP, but with 
further tariff cuts, revenue will grow somewhat less than GNP. The net impact of 
budget changes on customs import duties is a small net revenue loss. 


Non-Tax Revenue 
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Non-tax revenue consists of the following main components: return on investments, 
refunds of previous years’ expenditure, privileges, licences and permits, service fees, 
profits on bullion and coinage, premiums and discounts on exchange, and miscel- 
laneous non-tax revenue. Return on investments includes Bank of Canada profits, 
interest received on loans, investments and advances to such lending institutions as 
the Canada Mortgage and Housing Corporation and the Farm Credit Corporation, 


exchange fund profits, and interest on government balances in the chartered banks. 
Total revenue from return on investments is expected to be relatively constant from 
1981-82 through 1983-84. 


In 1984-85, projected return on investments increases alrnost $500 million from the 
previous year. Most of this increase relates to interest payments from the Unemploy- 
ment Insurance Account. Beginning in early 1982 the Unemployment Insurance 
Account began to require large advances in order to finance its growing deficit. The 
account must eventually pay interest to the government on these advances. The 
advances taken in 1982 will begin to come due during the 1984-85 fiscal year. These 
payments remain large in the projection period for several further years until the 
cumulative deficit in the Unemployment Insurance Account is eliminated. 


Comparison to the November 1981 Budget 


Table 3.3 compares the current projections of federal budgetary revenues with those 
provided in the November 1981 budget. The changes are divided into two groups: 


Table 3.3 
Budgetary Revenues Comparison with the November 1981 Budget 


1981-82 1982-83 1983-84 1984-85 1985-86 


(millions of dollars) 
November 1981 budget level 54,310 64,960 74,525 82,655 91,745 


Changes between November 1981 and April 
1983 budgets 


Personal income tax 38 1 — 940 — 3,870 — 4,990 — 6,595 
Corporate income tax —707 — 4,202 — 3,682 — 3,049 — 2,848 
Petroleum and Gas Revenue Tax —316 — 1,405 — 1,610 — 2,185 —2,710 
Incremental Oil Revenue Tax — —555 — 885 — 1,530 — 1,805 
Non-resident tax 133 60 — 30 —95 — 125 
Sales tax — 200 — 1,260 — 1,595 — 1,880 — 2,020 
Customs import duties — 161 — {| (res) = 1,380 Span ko) — 1,590 
Excise duties —55 — 125 — 90 — 100 —85 
Other excise taxes — 36 —25 —40 — 50 —55 
Gasoline excise tax 6 —20 —25 —15 —5 
Oil Export Charge 89 — 105 —295 —10 210 
Natural Gas and Gas Liquids Tax — 82 — 265 — 1,640 — 2,565 — 3,140 
Net petroleum compensation revenue = 200 — 100 — 
Special petroleum compensation charge” 473 — — —- —- 
Other 233 — 420 — 290 100 140 
Sub-total — 242 = 10;097 — 15,432 — 17,789 — 20,628 
Pre-budget revenues) 54,068 54,863 59,093 64,876 Hil Wv7 
April 1983 budget changes = = —475 805 2,415 
Budgetary revenues 54,068 54,863 58,618 65,68 1 73,532 


(1) At the time of the November 12, 1981 budget it was assumed that revenue from the special petroleum compensation 
charge would be combined with petroleum compensation revenue and netted against expenditure from the Petroleum 
Compensation Account. It was subsequently decided to represent the special petroleum Compensation charge as a 
separate budgetary revenue source. This change raised total budgetary revenues but did not affect the budgetary 
deficit. 

(2) The impacts shown for budget measures represent the direct changes in revenue only. The pre-budget revenues 
implicitly include some induced indirect changes as they have been calculated residually. 
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those resulting from changes to the forecasts of the various tax bases and/or revi- 
sions to the forecasting methodologies resulting from new information and adjust- 
ments to the November 1981 and June 1982 budget measures; and those resulting 
from measures announced in this budget. 


Policy changes since the November 1981 budget included the new measures 
announced in the June 28, 1982 budget and the October 27, 1982 economic and 
financial statement. In addition, several changes to energy taxes were announced to 
the National Energy Program Update in May 1982. These policy changes resulted in 
net revenue decreases of $0.7 billion in each of 1982-83 and in 1983-84, followed by 
increases of $0.9 billion in 1984-85 and $1.0 billion in 1985-86. However, these 
impacts are relatively small when compared to the effect that the changing economic 
outlook has had on the revenue forecast. The federal revenue loss as a result of the 
slowdown in economic activity is $9.4 billion in 1982-83 and grows to $21.6 billion by 
1985-86. Finally, as was shown in Table 3.2, the overall direct effect of the April 1983 
budget measures is to reduce revenues $0.5 billion in 1983-84, and to increase them 
$0.8 billion in 1984-85 and $2.4 billion in 1985-86. 


4. Specified Purpose Accounts and Other Non-Budgetary 
Transactions 


As shown in Table 4.1, net funds provided by or required for the specified purpose 

accounts and other non-budgetary transactions are subject to wide variations from 
year to year. These accounts generally provide a net source of funds to the govern- 
ment and thus lessen the extent to which the government needs to borrow on finan- 
cial markets. 


Due to the increased requirement of the unemployment insurance account in 1982, 
the specified purpose accounts represented a net requirement for funds of $170 mil- 
lion in 1982-83 as compared to a net source of $4,345 million in 1981-82. Together 
with other non-budgetary transactions, total net funds provided to the government 
declined from $6.5 billion in 1981-82 to an estimated $2.1 billion in 1982-83. How- 
ever, these accounts and transactions are projected to provide a larger net source of 
funds in 1983-84. This net source of funds is projected to rise sharply in 1986-87 as 
the Unemployment Insurance Account reaches balance on a cumulative basis in cal- 
endar year 1987. 


Specified Purpose Accounts 


The dominant factor behind the growing source of funds from the specified purpose 
accounts has been the federal government superannuation accounts. Because of the 
substantial growth of the public service from the Second World War through to the 
mid-1970s, there was a considerable build-up in the superannuation accounts to pro- 
vide for the eventual retirement of these public servants. Also contributing to the 
rapid growth of funds provided from the superannuation accounts in the late 1970s 
and early 1980s were the premiums paid by public servants for pension indexation 
and the interest paid by the government for the use of the funds. The interest paid to 
the superannuation accounts by the government is recorded as part of budgetary 
expenditures, as are all public debt charges, and amounted to $2.2 billion in 1981-82 
on $25.3 billion of liabilities. There are four main federal superannuation accounts. 
The Public Service Superannuation Account provided $1.7 billion to the government 
in 1981-82 while the Canadian Forces Superannuation Account provided $865 mil- 
lion, the Supplementary Retirement Benefits Account (which records contributions 
and benefit payments under the indexation provisions of the public service superan- 
nuation plan)” provided $315 million and the R.C.M.P. Superannuation Account pro- 
vided $158 million. The growth in funds provided by the federal pension accounts is 
forecast to continue throughout the projection period, although at lower rates than 
experienced in 1981-82 and 1982-83 due to a projected general decline in interest 
rates. 


“ This is exclusive of indexation payments made to retired government employees once the coverage pro- 
vided by their supplementary contributions has been exhausted. Such indexation payments are paid for 
directly by the government and are recorded as part of budgetary expenditure. 
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Table 4.1 
Specified Purpose Accounts and other Non-Budgetary Transactions 
1972-73 to 1986-87 


Spiel eee ce ee 


Specified Purpose Accounts 


Canada Provincial 
Pension Unemployment Federal tax 
Plan Insurance pensions collection Other) Total 


(millions of dollars) 


Actual 

1972-73 43 —370 863 8 —2 542 
1973-74 41 =I 202 1,009 —44 —27 697 
1974-75 53 136 1,273 — 196 50 1,316 
1975-76 76 234 k522 67 20 1,919 
1976-77 98 276 1,680 — 121 81 2,014 
1977-78 93 261 1,922 330 165 PTE 
1978-79 124 271 1,992 366 27 2,780 
1979-80 113 — 150 1,994 118 — 28 2,047 
1980-81 173 — 682 2,336 728 226 2,781 
1981-82 170 —15 3,063 — 56 ASS 4,345 
1982-83”) 201 — 3,106 3,519 ~445 — 339 — 170 
Projection 

1983-84 220 — 1,009 3,865 375 349 3,800 
1984-85 250 — 346 4,233 — 88 4,225 
1985-86 283 908 4,512 — 87 5,790 
1986-87 325 2,304 4,865 — 86 7,580 


Other Non-Budgetary Transactions 


Accounts 
Interest payable and 
and accrued Cash in Outstanding 
debt salaries transit cheques Other) Total 
(millions of dollars) 

Actual 

1972-73 349 105 — 104 16 —7 Sag 
1973-74 294 444 — 854 539 84 507 
1974-75 455 — 109 —72 5 — 53 226 
1975-76 667 — 33 665 366 20 1,685 
1976-77 696 623 — 169 — 361 10 TSE, 
1977-78 904 —521 — 188 632 12 839 
1978-79 — 509 214 3 — 243 — 30 — 565 
1979-80 — 38 91 — 130 506 —13 416 
1980-8 1 186 VUE —693 9 19 293 
1981-82 1,933 178 16 29 13 2,169 
1982-83”) 1,870 392 — 160 155 50 2,307 
Projection 

1983-84 1,505 iS — 170 170 62 1582 
1984-85 1,015 — — 180 185 74 1,094 
1985-86 — 360 45 — 190 200 83 — 222 
1986-87 565 60 — 200 215 25 665 


“ Preliminary estimate. 


(2) ve inate? 
Includes accounts for government annuities, provincial oil export charge payments, western grain stabilization, the 


Canadian Ownership Special Charge, instalment purchase of bonds, Canadian Dairy Commission and other deposit 
and trust liabilities. 


3) Includes residual liabilities. 
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The Unemployment Insurance Account presented a net financial requirement of 
$3.1 billion in 1982-83 and, according to the projections, will not begin to repay the 
government for past deficits until 1985-86. This account is discussed later in this 
chapter. 


Most of the funds available from the Canada Pension Plan Account surplus are bor- 
rowed by the provincial governments. The amounts set out in Table 4.1 represent the 
funds available to the federal government and are related for the most part to con- 
tributors and pensioners living in the Northwest Territories, in the Yukon and over- 
seas. 


The Provincial Tax Collection Account fluctuates widely from year to year. These fluc- 
tuations primarily reflect retroactive payments or debits as a result of final calcula- 
tions of the provincial share of personal and corporate income tax for previous years. 
It is assumed in the forecast period beyond 1983-84 that this account will not have 
any net impact on financial requirements. 


In general, the other remaining specified purpose accounts have not typically had a 
significant net impact on federal finances. However, 1980-81, 1981-82 and 1982-83 
were exceptional years in this respect. The $226 million source of funds in 1980-81 
reflected net revenues of $195 million in the Western Grain Stabilization Account. The 
$1.2 billion in funds provided to the government from other specified purpose 
accounts in 1981-82 was partly due to the accumulation of the provinces’ share of oil 
export charge receipts ($445 million) as well as a continued increase in the balance 
of the Western Grain Stabilization Account ($192 million). The remainder largely ref- 
lected an advance of $200 million to the Deposit Insurance Account late in the year 
and $110 million in an account for uncashed Canada Post money orders. 


Other non-budgetary transactions, like the specified purpose accounts, have pro- 
vided significant amounts of funds to the government over the past 10 years. Funds 
provided from the interest and debt accounts reflect the growth and composition of 
the federal debt. In most years, the interest and debt accounts reflect a flow of inter- 
est on Canada Savings Bonds (CSBs) which accrues to individuals but is not paid 
until a later point in time. A large proportion of CSBs are of the type which pay inter- 
est only when cashed prior to maturity or when their 6- to 9-year term has ended. 
When large CSB issues of this kind do mature, as was the case in 1978-79, 1979-80 
and 1980-81, the pay-out of interest can exceed the interest accrued and the interest 
and debt accounts can represent an increased net financial requirement or a lowered 
contribution of funds to the government. 


In 1981-82, net CSB sales were $9.2 billion and levels of Treasury bills outstanding 
fell $2.4 billion. Further large net CSB sales in 1982-83 and the continuation of inter- 
est accruals from the 1981-82 sales are the major factor in the maintenance of the 
interest and debt accounts as a net provider of funds to the government through 
1984-85. However, $1.5 billion of accrued interest on a previous CSB issue comes 
due in 1985-86, causing a requirement for funds in that year. 


Accounts payable and accrued salaries are quite volatile but are assumed to be a net 
provider of funds in the forecast period. Outstanding cheques issued by the govern- 
ment but not cashed before the end of the fiscal year are roughly offset by cash in 
transit, which represents funds which are in the mail to the government on the last 
day of the fiscal year. 
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The Unemployment Insurance Account 


Table 4.2 sets out the forecast for the Unemployment Insurance Account. After a 
projected cumulative deficit of $4.2 billion in 1984, the account Is projected to reach 
an overall balanced position by 1987. The projections assume that the employee 
contribution rate of $2.30 per $100 of insurable earnings is not increased in 1984, 
although in the projections this implies that the cumulative deficit of the account will 
increase in 1984. The rates of $2.40 and $2.65 in 1985 and 1986 are the minimum 


Table 4.2 


Unemployment Insurance Account 


Calendar Year 


1982 1983 1984 1985 1986 1987 
(millions of dollars) 
Receipts 
Government contributions 1,784 2,981 2,942 2,754 2,536 2,319 
Employer/employee contributions 4193 7,347 8,303 9,456 11,283 10,382 
Interest received 16 — — = = — 
Total 6,593 10,328 11,245 IAA 13,819 12.740 
Disbursements 
Benefits 8,454 10,934 10527 10,486 10,160 10,074 
Administration costs WHE 829 868 912 958 1,006 
Interest paid 4 — CyT/ 352 312 252 
Total 9,230 11,763 Wl 22 ikl 7Asx0) 11,430 lhiee2e 
Annual balance = DAC — 1) HIS Sti/7/ 460 2,389 1,369 
Cumulative balance == 21306 = 67/24 SP ile) = 3, /58 =— 1,369 —_— 
Employee premium rate“ 1.65 2.30 2.30 2.40 2.65 2.20 
Unemployment rate (per cent) el 12.4 11.4 10.7 9.8 8.8 
Number of unemployed (thousands) Te SHiZs 1,495 1,406 1,347 1,260 1,162 
Fiscal Year 
1982-83 1983-84 1984-85 1985-86 1986-87 
(millions of dollars) 

Receipts 
Government contributions 2,182 3,063 2,860 2,724 2,476 
Employer/employee contributions 9,219 en 8,566 9,861 11,261 
Interest received 3 co —- -— — 
Total 7,400 10,784 11,426 12,585 KH 7AsiT 
Disbursements 
Benefits 9,695 10,956 10,495 10,382 10,151 
Administration 807 837 878 923 969 
Interest paid 4 - 399 372 313 
Total 10,506 79S ee el 677 11,433 
Annual balance 3, 106 — 1,009 — 346 908 2,304 
Cumulative balance —3,121 —AmoO) —=4 ATS — 3,568 — 1,264 
Unemployment rate (per cent) 12.0 22 ihe} ORS 9.5 
Number of unemployed (thousands) 1,428 1,478 1,392 1,329 1.235 


Per $100 of insurable earnings. The employer rate is 1.4 times the employee rate. 
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premiums chargeabie under the formula set out in the Unemployment Insurance Act, 
based on current labour market projections. The premium is assumed to decrease to 
$2.20 in 1987, which would be sufficient to clear the account of the entire cumulative 
deficit. 


Government contributions to the account are also determined by formula and are 
approximately equal to the amount paid out to recipients of regional extended ben- 
efits and some other special benefits. In times of increasing unemployment, regional 
unemployment benefits tend to rise as a proportion of the total. As a result, the pro- 
jected government contribution rises from 21.1 per cent of total benefits in 1982 to 
27.3 per cent in 1983. The projected ratio falls back to 23.0 per cent by 1987. 


Comparison to the November 1981 Budget 


Table 4.3 identifies the major components of the change in the projection for the 
specified purpose accounts and other non-budgetary transactions since the Novem- 
ber 1981 budget. A number of factors contributed to the increased funds available 
from the specified purpose accounts in 1981-82. Higher interest rates increased 
interest payments to the superannuation accounts. The delay in parliamentary 
approval for the energy legislation caused a build-up of $445 million in oil export 
charge revenues which would otherwise have been paid to the provinces in 198 1-82. 
Advances to the Deposit Insurance Account amounted to $200 million. A further 
$172 million was provided from other sources and had several components, the larg- 
est of which was $110 million for a new account related to the conversion of Canada 
Post to Crown corporation status. Net funds were required for the Unemployment 


Comparison of Specified Purpose Accounts and Other Non-Budgetary 
Transactions with the November 12, 1981 Budget 


1981-82 1982-83 1983-84 1984-85 1985-86 


(millions of dollars) 


Specified Purpose Accounts 


November 1981 budget level 3,720 3,550 3,910 4,705 5,420 
Changes 
Unemployment Insurance — 361 — 2,888 — 890 — 363 915 
Superannuation 264 338 129 = keys = 561 
Provincial Oil Export Charge 445 —445 — == = 
Deposit Insurance 200 — 200 a — —_ 
Western Grain Stabilization —69 — 101 262 — — 
Provincial tax collection — 56 —445 375 — — 
Other 202 21 14 A 16 
April 1983 budget level 4,345 —170 3,800 4,225 5,790 
Other Non-Budgetary Transactions 
November 1981 budget level 495 1,205 WU ZAe, 560 — 230 
Changes 
Accrued interest and debt 1,408 660 345 455 — 80 
Other 266 442 67 79 88 
April 1983 budget level 2,169 2,307 1,582 1,094 —222 
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Insurance and Provincial Tax Collection Accounts, and the Western Grain Stabiliza- 
tion Account provided less funds than had been projected for 1981-82 in the Novem- 


ber 1981 budget. 


From 1982-83 to 1985-86 the increased requirement for the Unemployment Insur- 
ance Account is the main reason for the reduction in the estimate of funds available 
to the federal government from the specified purpose accounts relative to the 
November 1981 estimates. While the forecast for funds supplied from the superannu- 
ation accounts is higher in the earlier years, a lower interest rate forecast in 1984-85 
and 1985-86 results in a lowering of the projected funds available from these 
accounts. The increase to the forecast of funds provided from the Western Grain Sta- 
bilization Account in 1983-84 reflects the fact that a zero balance was assumed for 
1983-84 in the November 1981 budget. Because of the unpredictability of weather 
conditions and world grain markets, specific forecasts are not attempted beyond the 
current year of any projection period. 


The increased funds available from other non-budgetary transactions reflect accruing 
interest on the large sales of CSBs in both 1981 and 1982 and the high level of inter- 
est rates prevalent in 1981. The upward revision of $266 million for the remainder of 
non-budgetary transactions in 1981-82 reflects an unusually high level of accounts 
payable at year-end. 


5S. The Fiscal Projections on a National Accounts Basis 


Table 5.1 summarizes the federal government’s financial position on a national 
accounts basis. The national accounts deficit increased from $9.9 billion in 1981-82 
to an estimated $23.5 billion in 1982-83. Expenditures grew at roughly 19.0 per cent 
in both years. Reflecting the recession in 1982, the growth of revenues dropped 
sharply from 22.3 per cent in 1981-82 to an estimated 1.3 per cent in 1982-83. 


Most categories of federal government expenditure on a national accounts basis 
experienced slower growth in 1982-83 than in 1981-82, although overall expenditure 
growth declined only marginally. The large decline in subsidies reflected a decrease in 
gross petroleum compensation payments to $3.0 billion in 1982-83 from $4.2 billion 
in 1981-82. The increase in the growth of capital assistance in 1982-83 was due to 
the payment of $1.6 billion under the Petroleum Incentives Program, of which a large 
part was for liabilities in respect of exploration and development activity in 198 1-82. 


Table 5.1 


Government of Canada Revenues and Expenditures 


National Accounts Basis 


Revenues 
Direct taxes, persons 
Direct taxes, corporations 
Direct taxes, non-residents 
Indirect taxes 
Other current transfers from 
persons 
Investment income 
Capital consumption allowances 


Total 


Expenditures 
Current goods and services 
Transfer payments to persons 
Subsidies 
Capital assistance 
Current transfers to non-residents 
Public debt interest 
Transfers to other levels of 

government 

Gross capital formation 


Total 


Surplus or deficit (—) 


1981-82 1982-83 
30,473 33,420 
7,781 6,900 
1,163 ples 
19,209 16,805 
24 24 
5,573 6,586 
956 1,090 
65,179 66,000 
16,856 19, 100 
19,891 26,310 
6,386 5,640 
867 3,090 
939 1,020 
14,260 16,700 
14,521 16,040 
1,353 1,600 
75,073 89,500 
—9,894 — 23,500 


1983-84 


1984-85 


(millions of dollars) 


38, 160 
8,965 
1,185 

15,230 


24 
7,136 
1,200 


71,900 


21,415 
30,030 
5,690 
4,390 
1,200 
17,630 


17,750 
ws 


100, 100 


— 28,200 


42,890 
10,295 

1,245 
175920 


24 
7,546 
1,280 


81,200 


23,030 
30,725 
6,920 
3,790 
1,330 
18,975 


18,820 
2,310 


105,900 


— 24,700 


1985-86 


48,090 
12,720 

1,340 
20,210 


24 
8,346 
1,370 


92,100 


24,710 
32,150 
195 
4,365 
1,350 
19,830 


20,290 
2,210 


112,700 


— 20,600 


1986-87 


53,255 
14,440 

1,435 
22,325 


24 
9,066 
1,455 


102,000 


26,480 
33, 150 
8,770 
4,750 
1,550 
20,740 


21,720 
2,040 


119,200 


— 17,200 


(continued) 
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Table 5.1 (continued) 
Government of Canada Revenues and Expenditures 
National Accounts Basis 


pe oe ee ee a ee eS Se ee 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


eee A ee ae A ee eee ee eS 


(percentage change) 


Revenues 
Direct taxes, persons 24.1 9.7 14.2 12.4 Za 10.7 
Direct taxes, corporations — 10.7 —11.3 29.9 14.8 23.6 UsHs 
Direct taxes, non-residents 24.8 1.0 0.9 Stal 7.6 en 
Indirect taxes 44.0 — 12.5 —9.4 Wlotl 12.8 10.5 
Other current transfers from 
persons 50.0 0.0 0.0 0.0 0.0 0.0 
Investment income 13.6 18.2 8.4 Sav, 10.6 8.6 
Capital consumption allowances 10) 14.0 10.1 6.7 7.0 6.2 
Total 22:3 1.3 8.9 12.9 13.4 10.7 


(percentage change) 
Expenditures 


Current goods and services 16.8 13.3 12s) “ts 7.3 Uc 
Transfer payments to persons 16.4 32.3 14.1 2.3 4.6 3.1 
Subsidies 125i = NS 0.9 21.6 12.6 12:5 
Capital assistance S202 256.4 42.1 — 13.7 lor2 8.8 
Current transfers to non-residents 20.5 8.6 17.6 10.8 des 14.8 
Public debt interest 35.8 Wat 5.6 7.6 4.5 4.6 
Transfers to other levels of 
government 12.8 10.5 10.7 6.0 7.8 10) 
Gross capital formation Pgs 18.3 24.7 15.8 —4.3 —7.7 
Total 19.4 19.2 11.8 5.8 6.4 5.8 
(percentage of GNP) 
Revenues 
Direct taxes, persons 9.2 9.6 9.9 10.1 10.4 10.5 
Direct taxes, corporations 253 2.0 253 2.4 2.8 2.9 
Direct taxes, non-residents 0.4 Ors 0.3 0.3 0.3 0.3 
Indirect taxes 5.8 4.8 4.0 4.2 4.4 4.4 
Other current transfers from 
persons 0.0 0.0 0.0 0.0 0.0 0.0 
Investment income lst 1.9 1.9 1.8 1.8 1.8 
Capital consumption allowances 0.3 0.3 0.3 0.3 0.3 0.3 
Total 19.7 18.9 18.7 19.2 19.9 20.2 


Expenditures 


Current goods and services S41 555 5.6 5.4 5.3 5.2 
Transfer payments to persons 6.0 Tes: 7.8 Ue 7.0 6.6 
Subsidies 1.9 1.6 ils) 1.6 let lot 
Capital assistance 0.3 0.9 1.1 0.9 0.9 0.9 
Current transfers to non-residents OS 0.3 0.3 0.3 (ah) 0.3 
Public debt interest 4.3 4.8 4.6 4.5 4.3 4.4 
Transfers to other levels of 
government 4.4 4.6 4.6 4.4 4.4 4.3 
Gross capital formation 0.4 0.5 0.5 0.5 0.5 0.4 
Total Zea PASI 26.1 25.0 24.4 23.6 
ee ee ef cart Ce a Se, ee 
Surplus or deficit (—) —3.0 —6.7 —7.3 — 5.8 —45 —3.4 
a a a A a ee ee el es oe a ee ee ee Se 
GNP (billions of dollars) Said 348.9 383.9 423.0 462.5 504.8 
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Transfer payments to persons accelerated in 1982-83 mainly because of increased 
unemployment insurance benefit payments. 


Tables 5.2 and 5.3 provide detailed reconciliations between the two accounting con- 
cepts for revenues and expenditures respectively. Table 5.4 reconciles non-budget- 
ary transactions; Table 5.5 demonstrates how the national accounts deficit is related 
to public accounts financial requirements.” 


In the national accounts, activity is treated on a comparable basis to the treatment of 
other sectors of the economy, such as the personal sector, the corporate sector and 
the foreign sector. The definitions of the federal revenue and expenditure compo- 
nents in the national accounts adhere to international accounting guidelines in order 
to facilitate comparability of statistics between countries and with other levels of gov- 
ernment in Canada. On the other hand, the public accounts concepts of federal 
financial transactions have been approved by Parliament to facilitate its control of the 
flows of cash into and out of the Consolidated Revenue Fund and thus conform with 
the basis on which Parliament provides spending authority. 


The public accounts measure cash flows during each fiscal year. On the other hand, 
the objective in the national accounts is to measure the value of financial transactions 
at the time that the related activity took place. For example, in the national accounts, 
corporate profits are recorded at the time they were earned and corporate taxes are 
recorded for the period in which they are owed to the government. The national 
accounts thus record corporate taxes on an accrual basis. The public accounts do 
not record amounts for corporate income tax until they have actually been paid to 
the government. Because of these differences, corporate income tax under the two 
accounting concepts may differ by substantial amounts for a given year. In 1981-82 
corporate tax collections were $1.2 billion higher than accruals, while collections 
were less than accruals in the three previous years. 


“) The budget document The Federal Deficit in Perspective provides a further discussion of alternative gov- 
ernment accounting concepts. 


Table 5.2 
Government of Canada Revenues 
Public Accounts and National Accounts Reconciliation 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Budgetary revenue — 
public accounts 54,068 54,863 58,618 65,681 US Se 80,355 


Adjustments 
Deficit of government business 


enterprises”) — 1,485 —1,191 — 1,419 — 1,477 — 1,310 — 1,044 
Sales of capital assets — 104 = 11s — 125 — 135 — 150 — 165 
Budgetary revenue offsets — 480 —525 —570 —615 —660 —710 
Corporate income tax (incl. PGRT 

and IORT) — 1,201 — 1,768 —948 — 861 —377 —210 
Oil export charge® 358 187 TAS: 135 151 143 
Withholding tax 21 15 0 10 10 10 
Employer-employee contribution 

to government pensions 1,496 1,620 1,692 1,859 1,956 Cee 


(continued) 
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Table 5.2 (continued) 
Government of Canada Revenues 
Public Accounts and National Accounts Reconciliation 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Employer-employee contribution 


to unemployment insurance®) 4,879 NS UMAR 8,566 9,861 11,261 
Western Grain Stabilization con- 

tributions® 46 53 72 is 80 85 
Interest on public-held funds 2,340 2,892 3,245 3,574 3,953 4,371 
Capital consumption allowances 956 1,090 1,200 1,280 1,370 1,455 
Canadian Ownership Special 

charge®) 871 929 543 6 4 8 


Excess of national accounts 
petroleum compensation reve- 
nue over petroleum compensa- 


tion account surplus”) 3,854 2,589 1,700 2,928 3,304 3,901 
Airport tax 174 174 221 241 259 270 
Imputed bank services 77 78 70 63 60 60 
National accounts investment 

income adjustment®) —454 — 169 225 —101 74 94 
Other non-tax revenue adjust- 

ment) — 355 —59 —60 —55 —46 —31 
Natural Gas and Gas Liquids 

Tax) 78 —20 — 188 0 0) 0 
Other adjustments and rounding 40 142 —172 26 29 25 

Total revenue — national accounts 65,179 66,000 71,900 81,200 92,100 102,000 


( In the public accounts, deficits of government business enterprises are a charge to budgetary expenditure whereas in 
the national accounts these deficits are deducted from remitted profits of other government business enterprises. 
Includes Canada Post. 

This adjustment represents the excess of accruals over collections for the corporate income tax, the petroleum and 
gas revenue tax and the incremental oil revenue tax. Note that in the national accounts the income tax on life insur- 
ance companies is included with personal income tax whereas in the public accounts it is treated as a corporate 
income tax. 

Included in the oil export charge adjustments are: the excess of accruals over collections for the oi! export charge and 
the Transportation Fuel Compensation Recovery Charge; and the transfer to the provinces for crude oil export 
rebates. 

The withholding tax is recorded on a different basis in the public and national accounts. The difference shown is the 
national accounts tax on non-residents minus the sum of the public accounts non-resident tax and other tax revenue 
(withholding tax on life insurance companies). 

In the public accounts these government pensions and social security receipts are treated as non-budgetary transac- 
tions whereas in the national accounts these transactions are included in government revenue. 

Until September 1983 the reconciliation for the Canadian Ownership Special Charge represents total national 
accounts revenue because collections are not treated as a public accounts budgetary transaction. Thereafter, the 
reconciliation is the excess of accrual over collections. 

In the public accounts the petroleum compensation charge is netted against petroleum compensation payments. 
Gross revenues and payments are recorded in the national accounts. The reconciliation item is national accounts 
gross revenue less the balance in the petroleum compensation account less the special compensation charge. Reve- 
nues are recorded on an accrual basis in the national accounts. 

This adjustment reflects the excess of remitted profits (prior to deduction of deficits) and interest on loans and 
advances over public accounts return on investments. 

This adjustment is the difference between the national accounts categories of budgetary revenue offsets, sales of 


Capital assets, other current transfers from persons and miscellaneous indirect taxes and public accounts other non- 
tax revenue. 


(9) Excess of accruals over collections. 


(2 


(3 


(4 


(5 


(6 


(7 


(8 


(9 
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Table 5.3 
Government of Canada Expenditures 
Public Accounts and National Accounts Reconciliation 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Budgetary expenditures — 


public accounts 67,674 80,113 89,818 94,381 100, 132 105,955 
Adjustments 

Transfers to funds and agencies‘) — 2,789 —4,240 — 5,569 —5,612 — 5,494 — 5,669 
Deficits of government business 

enterprises() — 1,485 — 1,191 — 1,419 — 1,477 — 1,310 — 1,044 
Expenditures of funds and 

agencies ilpoval 1,847 2,009 WN SSIf 2,207 2,623 
Government pensions and social 

security disbursements) 7,026 11,518 12,915 12,872 12,885 12,781 
Capital consumption allowances 956 1,090 1,200 1,280 1,370 1,455 
Petroleum compensation 

program") 3,825 2,890 noe 2,750 3,310 3,869 
Oil export charge) — 675 65 120 150 155 
Miscellaneous adjustments® — 1,705 — 3,202 —671 —571 — 550 —925 


Total expenditures— 
national accounts 75,073 89,500 100, 100 105,900 112,700 119,200 


“ In the national accounts, budgetary appropriations to various funds and agencies are replaced by the expenditures 
actually made by the funds and agencies. These figures do not include payments from the petroleum compensation 
revolving fund. 

In the public accounts, deficits of government business enterprises are a charge to budgetary expenditures whereas in 
the national accounts these deficits are deducted from remitted profits of other government business enterprises. 

In the public accounts, these government pension and social security disbursements are treated as non-budgetary 
transactions whereas, in the national accounts, these transactions are included in government expenditure. 

These figures represent the difference between gross payments recorded on a national accounts basis and net pay- 
ments recorded on a public accounts basis. 

The provincial share of the oil export charge. 

As in the case of revenues, the miscellaneous adjustments arise as a result of conceptual differences between the two 
forms of presentation. These items represent, for example, reserves and write-offs which include a provision for valua- 
tion; purchase of existing capital assets; budgetary revenue items offset against budgetary expenditure; expenditures 
of reserve accounts; imputed items; and an adjustment for the treatment of expenditures in the supplementary period. 


(2 


~ 


(3 


= 


(4 


= 


(5 
(6 
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Another major difference between the two concepts is that in some cases only the 
net balance between a particular expenditure and a related revenue item appears in 
the public accounts whereas the national accounts record the gross expenditure and 
revenue amounts separately. As a result of this ‘‘grossing-up’’, national accounts 
revenues and expenditures are larger than their public accounts counterparts. For 
example, in the public accounts net Petroleum Compensation Account revenues are 
expected to represent $200 million in cash in 1982-83. However, in the national 
accounts, Petroleum Compensation Charge receipts of $2.8 billion are recorded as a 
revenue and payments of $2.9 billion are recorded as an expenditure. Differences 
between collections and accruals account for the fact that the account records a sur- 
plus in the public accounts and a deficit in the national accounts. Another example is 
the activity in the Unemployment Insurance Account, which is estimated to have 
resulted in an increase to financial requirements of $3.1 billion in 1982-83. In the pub- 
lic accounts, budgetary expenditures include the government’s contributions to 
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Table 5.4 
Government of Canada Non-Budgetary Transactions 
Public Accounts and Extended National Accounts Reconciliation 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


Non-budgetary transactions 


— public accounts WES 1,750 4,600 3,800 4,000 6,700 
Loans and advances to funds and 

agencies 61 168 —22 —19 —42 —42 
Government pension and social 

security accounts — 3,240 —627 — 3,118 = 6h (ehs\// — 5,420 —7,169 
Excess of accruals over collections 1,201 eS oul 743 629 293 24 
Canadian Ownership Special 

Charge —796 —929 —543 —6 —4 —8 
Oil Export Charge” —445 445 — = —- 
Oil Export Charge (accruals) 87 43 —10 —15 -—4 12 
Natural Gas and Gas Liquids Tax —78 20 188 — = = 
Miscellaneous adjustments) = 502 S201 — 238 = 02 — 826 = Wher 


Loans and other transactions 
— extended national accounts 1,563 — 1,600 — 200 — 2,000 — 1,700 

“) Specified purpose account for the provincial share of Oil Export Charge revenues. 

(2) As in the case of revenues and expenditures, the miscellaneous adjustments arise as a result of conceptual differ- 
ences between the two forms of presentation. These items represent, for example, the adjustments for the treatment 
of revenues and expenditures in the supplementary period; the change in the reserves; and the adjustment required to 
bring financial requirements of entities included in the national accounts government sector in line with the require- 
ments of these entities which are met through the consolidated revenue fund. 


Table-ay5 
Government of Canada Summary 
Extended National Accounts Presentation 


1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 


(millions of dollars) 


National accounts transactions 


Revenues 65,179 66,000 71,900 81,200 92,100 102,000 
Expenditures = (5,076 —89,500  —100,100 — 105,900 = 2 rAO0) — 119,200 
Surplus or deficit (—) —9,894 = 255} {51010) — 28,200 — 24,700 — 20,600 — 17,200 


Loans and other transactions 
Loans, investments and 


advances — 1,178 —219 — 804 = jiosts! — 1,610 — 1,587 
Cash versus accrual 1,626 966 1,660 926 — 843 —549 
Other transactions iyi iks —747 744 412 453 436 
Net source or requirement (—) 1,563 — 1,600 — 200 — 2,000 — 1,700 


Total financial requirements 
(excluding foreign exchange 


transactions) = (eh Skeh — 23,500 — 26,600 — 24,900 — 22,600 — 18,900 
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unemployment insurance, which were $2.2 billion in 1982-83. National accounts 
expenditures include all benefit payments, which are estimated to have totalled 


$9.7 billion in 1982-83. Unemployment insurance premiums are paid into the account 


and no corresponding entry is made to budgetary revenues in the public accounts. 
On the other hand, all premiums, which are expected to amount to $5.2 billion in 
1982-83, are recorded as revenues in the national accounts. 


A third major difference between the two accounting concepts is that the national 
accounts do not record loans, investments and advances of the federal government 
as expenditures. These loans, investments and advances are mainly made to Crown 
corporations. There are many other smaller technical differences between the public 
and national accounts that are listed in Tables 5.3, 5.4 and 5.5. 
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Annexes 


Annex A 


The Sensitivity of the Fiscal Projections 


The fiscal projections presented in this paper are subject to considerable uncertainty. 
They are likely to change, particularly for the years beyond 1983-84, in light of policy 
decisions in future budgets. The fiscal projections also will be inaccurate to the extent 
that the underlying economic assumptions turn out to be in error. Finally, even if all 
the main relevant determining economic factors such as the tax bases, the unem- 
ployment rate and interest rate levels were projected with perfect accuracy, some 
margin of error in the assumed relations among the fiscal variables and their eco- 
nomic bases might well occur. 


The purpose of this annex is to illustrate the sensitivity of the fiscal projections with 
respect to changes in the underlying economic assumptions. Three hypothetical 
cases are considered which involve variations in assumptions about real growth, 
interest rates and international oil prices. These cases highlight and, in an approxi- 
mate way, quantify the considerable sensitivity of several major components in the 
fiscal projections to economic developments. 


It is important to recognize the limitations of this type of analysis at the outset. The 
alternative cases are contrived and highly simplified. Many possible sub-cases could 
be constructed within each case: for example, ‘‘stronger real growth’’ could be 
caused by consumer spending, by business investment, by exports, or by some com- 
bination of the three. The various components of gross national product (GNP) and 
gross national expenditure (GNE) are taxed at different average effective rates and 
the composition of GNP and GNE can vary widely within any given ‘‘stronger real 
growth’’ scenario. As a result, the net impact of “‘stronger real growth’’ on the gov- 
ernment’s revenues, under different circumstances, could vary from fairly insignificant 
to quite substantial, depending on which tax bases increased and by how much. 


With respect to federal expenditures, a scenario with an increase in real GNE could 
be associated with many alternative unemployment rate changes. In addition, higher 
real GNE growth could be associated with many alternative inflation responses, 
depending in part on how close the economy was to full capacity utilization before 
the increase to real GNE. 


As a result, the case involving ‘‘stronger real growth”’ is highly conditional on addi- 
tional assumptions about numerous economic interrelationships. The assumptions 
underlying the specific case in Table A.1 may be characterized as an estimate of the 
“‘average’’ movement of the various tax bases, expenditures and unemployment that 
might be expected in conjunction with a 1-percentage-point increase to real GNE in 
any one year, coupled with an assumption of no impact on interest rates and infla- 
tion. It should be stressed again that the possible range of variability for these esti- 
mates is quite large and the fiscal response outlined in Table A.1 could easily be very 
different from the actual response in any particular ‘‘real world’’ case. 


a1 


Finally, the size of the absolute dollar impact on the government's fiscal position will 
depend on the year in question. For the purposes of this exercise, years one to four 
of the reported cases use a GNP base of the same composition and order of magni- 
tude as that projected in the budget for the period 1983-1987. They also use the 
same tax and expenditure parameters that are assumed to apply in these years for 
purposes of the budget projections. 


Results for the first two cases are presented in Table A.1 and A.2, which follow a 
similar format. The upper panels summarize the changes made to the underlying eco- 
nomic assumptions and are presented in terms of the difference between the levels in 
the base case projection and those in the alternative scenario hypothesized. For 
example, in Table A.1, by the fourth year real GNE is 4 per cent higher and the unem- 
ployment rate is 2.5 percentage points lower than in the base case projection. The 
lower panels of the tables contain the estimated impacts of the changes in the eco- 
nomic assumptions on the government's fiscal position. For example, the case in 
Table A.1 implies an estimated reduction in financial requirements of $8.2 billion by 
the fourth year in relation to the base case projection. 


Table A.1 


Sensitivity Analysis for the Fiscal Projections: 


Higher Real Growth Case 


Changes to Underlying Assumptions 


Year 
One 


Year 
Two 


Year 
Three 


Calendar years 
(percentage difference from the base case projection) 


Year 


Four 


Real GNE 1.0 2.0 3.0 4.0 
Current dollar GNE 1.0 AU) 3.0 4.0 
Personal income 0.5 ee 2.0 2.8 
Corporate profits 4.5 7.5 9.5 les: 
Consumption of goods 1.0 2.0 3.0 4.0 
Imports of goods 1.0 2.0 3.0 4.0 
Unemployment rate (percentage points) —0.5 —1.1 — 1.8 —2.5 
Inflation (percentage points) = = = = 
Interest rates (basis points) -= —- aa — 
Estimated Changes to Federal Finances‘") Fiscal years 
(millions of dollars) 

Budgetary transactions 

Revenues 600 1,500 2,600 4,000 

Expenditures 400 900 1,500 2,100 

Surplus or deficit (—)(?) 1,000 2,400 4,100 6,100 
Non-budgetary transactions 

Loans, investments and advances — — — = 

Specified purpose accounts 400 800 1,400 2,100 

Other transactions = place — = 

Net source or requirement (—) 400 800 1,400 2,100 
Financial requirements!) 1,400 3,200 5,500 8,200 


MA positive figure for revenues indicates an increase in revenues while a positive figure for expenditures indicates a 
reduction in expenditures. It should be noted that Unemployment Insurance contribution rates are held fixed at the 


levels assumed for the base case. 


) These figures indicate reductions in the deficit and in financial requirements. 
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Table A.2 
Sensitivity Analysis for the Fiscal Projections: 
Lower Interest Rates Case 


Year Year Year Year 
One Two Three Four 
Changes to Underlying Assumptions Calendar years 


(percentage difference from the base case projections) 


Real GNE — = ate wee 
Current dollar GNP Sz a —_ nae 
Personal income — —_ ats ae 
Corporate profits == as pa = 
Consumption of goods — = == _ 
Imports of goods — — —_ mes 
Unemployment rate (percentage points) — — — = 
Inflation (percentage points) — —< a —_ 


Interest rates (basis points) — 100 — 100 — 100 — 100 
Estimated Changes to Federal Finances") Fiscal years 


(millions of dollars) 


Budgetary transactions 


Revenues — 100 — 200 — 300 — 300 
Expenditures 600 900 1,300 1,700 
Surplus or deficit (—)(? 500 700 1,000 1,400 


Non-budgetary transactions 
Loans, investments and advances = = a — 


Specified purpose accounts — — —50 — 100 
Other transactions oe — 100 — 200 — 300 
Net source or requirement (—) — — 100 — 200 — 400 
Financial requirements® 500 600 850 1,000 


“ A positive figure for revenues indicates an increase in revenues while a positive figure for expenditures indicates a 
reduction in expenditures. 
(2) These figures indicate reductions in the deficit and in financial requirements. 


Higher sustained real economic growth would produce a significant improvement in 
the government’s fiscal position. There would be both a general increase in budget- 
ary revenues, resulting from the higher levels of tax bases, and a reduction of budget- 
ary expenditures, resulting from the impact of lower financial requirements on public 
debt charges and from lower requirements for the government’s contribution to 
unemployment insurance and some other programs. 


The impact on non-budgetary requirements recorded in Table A. 1 reflects lower 
demands on the Unemployment Insurance Account. This impact is related to the fact 
that, in the base case projection, the account is in considerable deficit at the begin- 
ning of year one. If the account were to begin from a more or less balanced position, 
higher real economic growth and lower unemployment would not be reflected in 
charges to the account as the employer/employee premium rate would be adjusted 
to maintain the account in approximate balance.” 


(1) Given that contribution rates are set only once a year before the beginning of the year, there might be 
some reduction in financial requirements from this source in the first year of the scenario, But this would 
presumably be offset by a corresponding increase in the subsequent year as contribution rates were 
adjusted with a view toward re-establishing balance in the Unemployment Insurance Account. 
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The next two cases examined are partial in nature, in that they reflect the impact of 
changes to a particular economic assumption in isolation while ignoring the effects 
which that change might have on other economic assumptions. For example, the 
lower interest rates case outlined in Table A.2 takes account of direct impacts on 
government investment income and public debt charges only. In a more exhaustive 
analysis the impact of lower interest rates on real economic growth, imports and 
exports, exchange rates and unemployment would also need to be examined. 


Lower interest rates have a direct impact on several federal financial components. 
Budgetary revenues are reduced because of declines in interest revenue on federal 
funds held at the chartered banks and in Bank of Canada profits. Budgetary expendi- 
tures decrease due to the net impact on public debt charges including the impact of 
reduced deficits on public debt. Interest received by the public service superannua- 
tion accounts declines, resulting in a decrease in cash available to the government 
from the specified purpose accounts. Lower public debt charges result in a reduction 
to the amount of accrued interest credited to other non-budgetary transactions. 
(Funds provided to the pension and other non-budgetary accounts through interest 
rate changes do not have a net impact on financial requirements since it is the gov- 
ernment which pays the interest, as a budgetary expenditure). These responses are 
summarized in Table A.2. 


Table A.3 sets out the impact of $2 per barrel variations in the international (U.S) 
price of oil. The revenue impacts of the alternative cases represent direct effects on 


Table A.3 
Sensitivity Analysis for the Fiscal Projections‘” 
International Oil Prices Case (Memorandum of Agreement Regime ) 


Year Year Year Year 
One Two Three Four 


(millions of dcllars) 
Estimated Change in Revenues 
Two Dollars (U.S.) Higher‘?? 


Corporate income tax YS) 20) 165 195 
Petroleum and Gas Revenue Tax Ss 180 185 IS 
Incremental Oil Revenue Tax 5 140 65 1S 
Oil Export Charge 25 1S 15 15 
Natural Gas and Gas Liquids Tax 145 — — — 


Net petroleum compensation — = = a 


Total 285 460 430 420 


Estimated Change in Revenues 
Two Dollars (U.S.) Lower?) 


Corporate income tax —55 — 170 — 190 — 195 
Petroleum and Gas Revenue Tax —55 — 180 = 185 — 195 
Incremental Oil Revenue Tax — 10 —55 = 15 —15 
Oil Export Charge —25 —15 —15 —15 


Natural Gas and Gas Liquids Tax = = == an 
Net petroleum compensation — = == = 


Total — 145 — 420 — 405 — 420 


‘) The corporate income tax changes are the direct impacts on the upstream oil and gas sector. The Petroleum Com- 


pensation Charge is assumed to respond in order to maintain the same balances in the Petroleum Compensation 
Account as in the base case. 
(2) Per barrel. 
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the relevant tax and subsidy rates only. Volumes have not been changed in response 
to the changes in prices. 


The main direct impact of an increase of U.S. $2 per barrel in international oil prices 
on the federal financial position would be to increase budgetary revenues by some- 
what less than $0.5 billion. Lower oil prices would have a depressing effect upon fed- 
eral revenues that would be similar, but not identical in absolute magnitude. The most 
sensitive revenue cCompoments include the corporate income tax and the Petroleum 
and Gas Revenue Tax. 
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Annex B 


Historical Background Tables 


Table B.1 


Public Accounts Fiscal Transactions(‘’ 


1926-27 to 1982-83 


Budgetary 
revenues 

Actual 

1926-27 UE 
1931-32 6.5 
1936-37 9.1 
1941-42 17.4 
1946-47 24.7 
1951-52 18.0 
1956-57 16.6 
1957-58 ey 7/ 
1958-59 14.3 
1959-60 15.4 
1960-6 1 15.8 
1961-62 15.6 
1962-63 14.9 
1963-64 14.8 
1964-65 163, 7 
1965-66 15.6 
1966-67 er 
1967-68 15.5 
1968-69 15.9 
1969-70 Was 
1970-71 16.8 
1971-72 16.9 
1972-73 17.4 
1973-74 W7/8 
1974-75 18.7 
1975-76 1733 
1976-77 16.8 
1977-78 15.4 
1978-79 14.9 
1979-80 14.9 
1980-81 15.6 
198 1-82 16.3 
Preliminary estimate 

1982-83 Wey7/ 


Budgetary 
expenditures 


—6.4 
—8.9 
— 10.8 
—22.2 
—21.6 
— 16.9 


— 15.6 
— 15.9 
—17.0 
— 16.7 
— 16.5 


— 17.6 
— 16.7 
—17.3 
— 16.4 
— 15.2 


— 15.6 
— 16.6 
— 16.4 
— 16.7 
— 17.3 


—17.7 
— 18.3 
— 18.4 
— 19.9 
—21.1 


— 20.0 
— 20.3 
— 20.2 
— 19.3 
— 19.9 


— 20.4 


— 23.0 


Budgetary 
deficit 


(percentage of GNP) 


0.8 
—2.4 


—7.2 


Non-budgetary 
transactions 


—0.7 
—2.2 
0.2 
—2.7 
—7.0 
0.8 


0.4 
—0.8 
—1.5 

0.0 
—0.1 


—0.2 
—0.4 
1.9 
0.9 
—0.2 


—0.7 
— 1.0 
—0.6 
—0.9 
—0.6 


—0.6 
—0.3 
—0.1 
—0.3 

0.4 


0.3 
0.9 
0.5 
0.4 
0.9 


1.6 


0.5 


Financial 


requirements 
(excluding 
foreign exchange 
transactions) 


0.1 
—4.6 
—1.5 
-7.5 
—3.9 

ie) 


1.4 
— 1.0 
—4.2 
—1.3 
—0.8 


—2.2 
—2.2 
—0.6 
0.2 
0.2 


— 1.1 
—2.1 
—1.1 
—0.3 
—1.1 


—1.4 
— 1.2 
—1.2 
—1.5 
—2.9 


—2.9 
—4.0 
—4.8 
—4.0 
—3.5 


—2.5 


—6.7 


(1) Figures for 1957-58 and subsequent years are adjusted so that historical data are consistent with current public 


accounting practices. For years prior to 1957-58, the only adjustments made have been to treat Canada Post as a 
Crown corporation and to treat Old Age Security receipts and payments as budgetary transactions. 
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Table B.2 
Net Public Debt‘” 
1926-27 to 1982-83 


poe a ee rs Oe a es ee SS 


Net public Net public 
debt debt as a 
per percentage of 
Net public debt person personal income 
58 ae ee ce a em ag a rh ne re a we 
(millions (percentage (dollars) (per cent) 
of dollars) of GNP) 
Actual 
1926-27 2,348 45.6 244 529 
1931-32 2,36 50.6 226 64.8 
1936-37 3,084 66.6 279 85.6 
1941-42 ~ 4,045 48.8 347 68.1 
1946-47 13,048 109.8 1,040 132.0 
1951-52 als iksks) Say 774 66.6 
1956-57 11,009 34.3 663 46.8 
1957-58 12,269 36.6 718 48.7 
1958-59 13,196 37.9 USS 49.5 
1959-60 13,671 37.1 765 48.6 
1960-61 13,958 36.4 765 47.2 
1961-62 14,767 CieZ 795 49.1 
1962-63 looZe 36.2 820 47.3 
1963-64 16,657 36.2 864 47.8 
1964-65 16,986 33:6 865 45.6 
1965-66 16,745 30.2 840 40.8 
1966-67 17,013 PA AS 838 36.9 
1967-68 WA TONS 26.7 858 35.0 
1968-69 18,117 25.0 865 32.5 
1969-70 17,621 22.4 829 2050 
1970-71 18,030 21.0 838 Pi 
1971-72 18,811 19.9 865 25.4 
1972-73 19,810 18.8 901 23.6 
1973-74 21,194 WE 950 Cale 
1974-75 22,921, WSS 1,013 19.6 
1975-76 28,390 V2 es 20.8 
1976-77 34,600 18.1 1,490 22.3 
1977-78 44,889 21.5 1,915 26.2 
1978-79 Shy ks) 24.8 2,416 30.0 
1979-80 68,595 26.2 2,858 32.2 
1980-8 1 81,263 27.8 3,345 33.9 
1981-82 94,869 28.6 3,862 33.8 
Preliminary estimate 
1982-83 120,119 34.4 4,838 39.1 


‘) Figures for 1957-58 and subsequent years are adjusted so that historical data are consistent with current public 
accounting practices. For years prior to 1957-58, the only adjustments to net public debt have been to treat Old Age 
Security receipts and payments as budgetary transactions. Personal income figures are for the calendar year corre- 
sponding to the first three quarters of the appropriate fiscal year. 
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Table B.3 
Federal Revenues 
1961-62 to 1982-83 


Actual 


1961-62 
1962-63 
1963-64 
1964-65 
1965-66 


1966-67 
1967-68 
1968-69 
1969-70 
1970-71 


IRAE YZ 
1972-73 
1973-74 
1974-75 
1978-76 


1976-77 
1977-78 
1978-79 
1979-80 
1980-81 


1981-82 
Preliminary estimate 
1982-83 


Public accounts 
budgetary revenues 


(millions 
of dollars) 


6,190 
6,377 
6,803 
7,910 
8,628 


9,408 
10,290 
11,507 
13,800 
14,380 


15,941 
18,351 
21,346 
27,581 
29,512 


32,020 
32,093 
34,313 
38,936 
45,398 


54,068 


(percentage 
of GNP) 


National accounts 
total revenues 


(millions 
of dollars) 


6,858 
7,062 
7,541 
8,549 
9,312 


10,260 
11,189 
12,696 
14,815 
15,734 


17,820 
20,614 
23,987 
30,763 
32,642 


36,095 
36, 159 
39,821 
45,337 
53,286 


65,179 


percentage 
of GNP) 


GNP 


(billions 
of dollars) 


Sl 
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Table B.4 
Federal Expenditures‘" 
1961-62 to 1982-83 


National 
accounts 
National expenditures 
Total Program accounts excluding 
outlays outlays expenditure debt interest GNP 
(millions of dollars) (billions 
Actual of dollars) 
1961-62 7,331 6,500 7,355 6,552 39.6 
1962-63 7,517 6,599 7,466 6,585 42.9 
1963-64 8,055 7,061 7,728 6,773 46.0 
1964-65 8,684 7,633 8,153 7,141 50.3 
1965-66 9,193 8,082 8,719 7,642 55.4 
1966-67 10,957 9,766 10,024 8,868 61.8 
1967-68 12,427 Ae26 11,336 10,066 66.4 
1968-69 12,927 11,447 12,621 alg l7As) UCAS 
1969-70 14,439 12,722 13,837 12,160 79.8 
1970-71 16,130 14,210 15,823 13,948 85.7 
1971-72 18,306 16,132 18,075 16,007 94.5 
1972-73 20,560 18,259 20,812 18,511 105.2 
1973-74 24,067 21,501 23,801 21,254 123.6 
1974-75 31,262 28,023 30,810 27,646 147.5 
1975-76 37,890 33,918 36,560 32,652 165.3 
1976-77 40,381 35,660 40,323 35,661 191.0 
1977-78 44,152 38,602 45,558 40,085 208.9 
1978-79 47,641 40,583 49,467 42,610 230.5 
1979-80 51,844 43,320 54,645 46,305 261.6 
1980-8 1 58,589 47,902 62,861 52,361 291.9 
1981-82 68,913 53,745 75,073 60,813 331.3 
Preliminary estimate 
1982-83 80,500 63,580 89,500 72,800 348.9 


) These figures are consistent with the accounting principles employed in the 198 1-82 public accounts. 


Table B.5 


Federal Expenditures as a percentage of GNP‘) 


196 1-62 to 1982-83 


National 
National accounts 
Total Program accounts excluding 
outlays outlays expenditure debt interest Real Nominal 
(percentage of GNP) 
Actual 
1961-62 18.5 16.4 18.6 16.5 2.8 3.4 
1962-63 WAS 15.4 17.4 15.3 6.8 8.3 
1963-64 WSS 15.4 16.8 14.7 2 7.4 
1964-65 17.3 15:2 16.2 14.2 6.7 9.4 
1965-66 16.6 14.6 US 7 13.8 6.7 OR 
1966-67 UAT 15.8 16.2 14.3 6.9 tule 
1967-68 18.7 16.8 iliceent See 3.3 7.4 
1968-69 Ws 15.8 17.4 15.4 5.8 9.3 
1969-70 18.1 ES) 17.3 SZ 5:3 10.0 
1970-71 18.8 16.6 18.5 16.3 NS) 7.4 
1971-72 19.4 itive 19.1 16.9 6.9 10.2 
1972-73 OES 17.4 19.8 17.6 6.1 17.4 
1973-74 19.5 17.4 19.3 lee USS 17.4 
1974-75 Zales 19.0 20.9 18.7 3.6 19.4 
1975-76 22.9 20.5 Cem 19.7 We W207 
1976-77 eile 18.7 ales 18.7 SiS) 155 
1977-78 Zale 18.5 21.8 19.2 Za 93 
1978-79 20.7 17.6 2s 18.5 3.6 10.4 
1979-80 19.8 16.6 20.9 Wot 2.9 S25 
1980-81 20.1 16.4 PAS) 17.9 0.5 11.6 
1981-82 20.8 16.2 Coa 18.4 3.1 WKS 
Preliminary estimate 
1982-83 23.1 18.2 Dow 20.9 —4.8 5.3 


(“) These figures are consistent with the accounting principles employed in the 1981-82 public accounts. GNP figures are 


for the calendar year corresponding to the first three quarters of the appropriate fiscal year. 
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